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TODAY thousands of offices are replacing their outmoded 
typewriters with Royals. 

Because they have found that only Royals, Easy-Writing 
Royals, can turn out typing as quickly, and at the same time as 
accurately, as business demands it! 


For Royals are faster—faster because they have the world’s 
easiest action—faster because they produce typing that is free 
from errors, right when first typed! 

Modernize! Make Royals your next typewriters. They'll save 
effort! They'll save time and money! Invite a demonstration. 
In your own office . . . Compare the Work! 


ROYAL TYPEWRITER COMPANY, Inc., 2 Park Ave., New York 


The world's largest company devoted exclusively to the manu- 
facture of typewriters. Makers also of the Royal Portable 


ROYAL’S PERFORMANCE CAN NOT BE DUPLICATED! Here is Typewriter for home and student use. Factory: Hartford, Conn. 


the reason! The improvements illustrated, and many others as well é 
he P y 4 NOTE TO EXECUTIVES: Ask any Royal representative to make a 


are exclusive with Royal — no other typewriter has them! survey of your typing equipment. Learn how little it will cost 
you to replace your present typewriters with Royals, how 
conveniently you can pay for them. 


*Trade-mark for key-tension device. 
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SHIFT FREEDOM. The TOUCH CONTROL*. FINGER COMFORT 


carriage does not “bob.” Gives operator the exact MKEYS protect finger-tips. i R 
Less fatigue and eye-strain! ‘“typing’’ touch she wants. For easy, speedy typing! T Y P E 
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APPLY PRECISION INSTRUMENT METHODS 
To YOUR Record ae 


Everyone recognizes the vital part 
played by precision instruments 
in the development of modern 
industry. 
But profit doesn’t keep pace with 
production unless the same 
precision principles are applied to 
record keeping. That is the function 
of Acme Visible Record Equipment. 
It makes exact facts and figures 
instantly available—to enable you 
to stem rising costs—to increase 
sales volume—to extend or refuse 
credit—to speed collections—to re- 
duce stock and inventory invest- 
ment—to accelerate production. 
Working silently, and with mini- 
mized supervision, it brings every 
recordable activity out into the 


open and points the finger at weak 
spots which, unrevealed, undermine 
the foundation of profits. 

Acme Visible Record Equipment 
has enabled more than 90,000 busi- 
ness and industrial organizations 
to adopt precision methods (Acme 
Visible Equipment) in their record 
keeping. 

Acme Customers:—Do you know 
that record keeping methods and 
forms have changed tremendously 
in every business in the last six 
years? These improved methods 
and forms are now available for 
use in your present Acme Visible 
Equipment. Just ask for the new 
forms pertaining to any specified 
records. 


A letter or the signed coupon at the right will bring you complete informa- 
tion, including a copy of our booklet, ““Your Buried Treasure Check List.”’ 


ACME CARD SYSeem C8. 


ee a a 
WORLD'S LARGEST EXCLUSIVE MANUFACTURER OF VISIBLE RECORD EQUIPMENT 
8 SOUTH MICHIGAN AVE., 


CHICAGO, U.S.A. 





Check + records on which you 


City 


Signature 


would like information: 

[_]1. Sales and Advertising 

[| 2. Stock or Inventories 

|_| 3. Purchasing 

[_]4. Accounts Receivable 

[ ]5. Credits 

[| | 6. Production 

[]7.Social Security— 
Personnel—Yearly Sum- 


mary—Earnings and 
Deductions. 





(other kinds of records) 
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LOCATE in the 








HEART OF NEW YORK 


If your company is seeking an office in the 

New York Metropolitan area, consider what 

The Guardian Life Building has to offer. 
... an address known the world over 


through Guardian Life advertising ...a20-story 
office building, corner location, light on all four 
sides, extra high ceilings, owner management. 

. . . the convenience of no less than nine 


GUARDIAN LIFE BUILDING 





different transit lines, bringing Wall Street, 
Times Square, Pennsylvania and Grand Cen- 
tral areas within ten minutes travel. 

Entire floors or small units available. Rea- 
sonably priced! Be sure to see before leasing 
elsewhere. Address Office of the Building, 
Room 1710, for floor-plans or Phone STuyve- 
sant 9-3000. 
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Ldttortal Comment 


HAT is a controller? The person who can 

devise a comprehensive and succinct answer to 
that question will confer a great boon on those fol- 
lowing that calling. Controllers themselves have not 
made any great effort to answer the question. They 
have been too busy during the past five years to 
attempt it. The Controllers Institute of America has 
not put forth a definition, perhaps because it has 
not turned its attention to the problem specifically. 
The organization has, however, defined the duties, 
responsibilities, rank and authority of a controller, 
and inferentially a controller might be defined as 
“one who performs these duties,” and then enunci- 
ate them. But there is need for a brief, accurate 
definition of a controller which “he who runs may 
read,” a definition which will mean something to, 
and satisfy, that mythical figure, ‘the man in the 
street.” 

Stop that “man in the street” and ask him, ‘““What 
is a controller?” and the chances are he will stutter 
a bit, and hem and haw, and come out with some- 
thing to the effect that a controller is a corporate 
officer. 

Ask a president, or a chairman of a board of 
directors, or a banker, or even a public accountant 


what a controller is, and no very clear answer will 
be forthcoming, in all likelihood. Some of them will 
know what a controller’s functions are, or at least 
what they are in some specific corporation, but the 
majority will not be acquainted even with those 
functions. All of which goes to show what a new 
thing controllership is. 

President Urquhart of The Controllers Institute 
of America has something interesting along those 
lines in this issue of THE CONTROLLER. He makes 
the point that the position of the controller has not 
yet been definitely and firmly established and de- 
fined, speaking generally. He presents a fact which 
has been brought out before by members of The 
Controllers Institute of America, that a controller 
need not necessarily be an expert accountant. This 
word “expert” is anathema to certified public ac- 
countants, and to tax men, yet its use here seems 
unavoidable, as of course controllers must be ac- 
countants in a sense, and many of them have come up 
through public accounting, and accounting depart-’ 
ments. This idea, therefore, will be new to many— 
and perhaps startling. 

It will be of value to controllers to have a brief, 
but clear definition, and equally of value to business 
generally. Therefore, what is a controller? 
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A Government Committee’s Views on 


Controllership, Accounting, Auditing 


Report of President’s Committee on Administrative Management In Government 
of United States Contains Reading of Exceptional Interest To Controllers—Practices of 
Past Fifteen Years—Definite Recommendations Made—Accompanied President's Message. 


NE of the most interesting docu- 

ments having a bearing on con- 
trollership to come to light in many 
years is the report of PRESIDENT 
ROOSEVELT’S Committee on Adminis- 
trative Management in the Govern- 
ment of the United States. A portion 
of the report is reproduced here, with- 
out comment. The committee was com- 
posed of Louis BROWNLOW, chair- 
man; CHARLES E. MERRIAM, and 
LUTHER GULICK. 

The section of the report which 
deals with controllership functions, 
with budgetary practices, with account- 
ing, and with auditing, will be read 
with interest by controllers generally. 
Likewise, the committee's statement as 
to the procedures followed by the 
Comptroller General during the past 
fifteen years will be enlightening to 
controllers and others. The definite 
recommendations made by the commit- 
tee also are presented here, for study. 

The report accompanied the Presi- 
dent's message to Congress dated Janu- 
ary 12, with respect to the proposed 
reorganization of government depart- 
ments. —THE EpITor. 


SECTION III OF THE COMMITTEE'S 
REPORT, ENTITLED “FISCAL MANAGE- 
MENT,” IS REPRODUCED HERE: 

Sound fiscal management is a prime 
requisite of good administration. The 
responsibility of the Executive for the 
preparation of a fiscal program in the 
form of a budget for submission to the 
Congress and for the direction and 
control of expenditures under the ap- 
propriation acts must be carried on 
faithfully, effectively, and under clear- 
cut authority. To establish strict ac- 
countability of the Executive Branch 
for the faithful execution of the laws 





enacted by the Congress, there must be 
an independent audit of financial trans- 
actions by an independent officer re- 
porting directly to the Congress and 
who does not exercise any executive 
authority. 

From the standpoint of over-all con- 
trol the system of fiscal management 
of the Government now has four ma- 
jor defects, namely, (1) the inade- 
quate staffing of the Bureau of the 
Budget; (2) the vesting in the office 
of the Comptroller General, which is 
not responsible to the President, of the 
settlement of claims, the final deter- 
mination concerning the uses’ of ap- 
propriations, and the prescribing of 
administrative accounting systems; 
(3) the absence of a truly independent 
and prompt audit of the financial 
transactions of the Government, where- 
by the Congress may hold the Execu- 
tive Branch strictly accountable; and 
(4) the failure to devise and install a 
modern system of accounts and records. 

Our recommendations for improve- 
ment of the fiscal administration of the 
Government are designed to correct 
these major faults, to return executive 
functions to the Executive Branch, and 
to make it accountable to the Congress. 

Before taking up these recommenda- 
tions in detail, we may review briefly 
the division of authority and responsi- 
bility between the Congress and the 
Executive Branch for the determina- 
tion and execution of fiscal policies. 
The general theory underlying the 
Constitution is that the Congress shall 


"“be responsible for the determination 


and approval of the fiscal policies of 
the Nation and that the Executive 
shall be responsible for their faithful 
execution. The right of the legislative 
body to control the purse was a well- 


established principle prior to the 
American Revolution and was incor- 
porated in the Constitution. The Con- 
gress, as representative of the people, 
enacts the laws; the duty of executing 
them is placed by the Constitution 
upon the President. 

This division of authority under our 
constitutional system was well stated 
by President Wilson in a message to 
the Congress on May 13, 1920. 


The Congress and the Executive should 
function within their respective spheres. 
Otherwise efficient and responsible man- 
agement will be impossible and progress 
impeded by wasteful forces of disorganiza- 
tion and obstruction. The Congress has 
the power and the right to grant or deny 
an appropriation, or to enact or refuse to 
enact a law; but once an appropriation is 
made or a law is passed, the appropriation 
should be administered or the law executed 
by the executive branch of the Government. 
In no other way can the Government be 
efficiently managed and responsibility def- 
initely fixed. 


The Congress enacts the necessary 
revenue laws, authorizes activities 
which require the expenditure of pub- 
lic funds, and makes the appropria- 
tions. But the trust residing in the 
Congress does not end with the enact- 
ment of appropriation measures; its 
responsibility requires also that it 
possess suitable means with which to 
hold the Executive accountable for the 
faithful and effective execution of rev- 
enue and appropriation laws. Likewise 
the responsibility of the Executive 
Branch can be established only if it is 
given undivided executive powers. If 
the Chief Executive is to fulfill the re- 
sponsibility of his office under the Con- 
stitution, he must possess undivided 
executive powers and adequate means 
with which to exercise them. 




















A. BUDGETING AND ADMINISTRATIVE 
CONTROL 

The creation in 1921 of the Bureau 
of the Budget was a major step in the 
direction of effective administrative 
management in the Federal Govern- 
ment. It placed upon the President 
responsibility for the preparation of a 
comprehensive annual budget and rec- 
ognized the need for executive discre- 
tion and leadership in preparing and 
submitting to the Congress a program 
of revenue and expenditure. At the 
same time it provided the President 
with one of the primary instruments 
needed for effective over-all manage- 
ment of the executive establishment. 
The Director at the head of the Bureau 
is appointed by the President and, 
though within the Department of the 
Treasury, reports directly to the Presi- 
dent. Through him the President can 
review and control the effectiveness of 
governmental agencies. 


PURPOSE OF THE BUDGET SYSTEM 

It is the purpose of the Budget sys- 
tem to provide in financial terms for 
planning, information, and control. 
Through the Budget the spending 
agencies are required to translate their 
work programs in advance into fiscal 
terms, so that each activity may be 
brought into balance and proportion 
with all other activities, and with the 
revenues and resources of the Govern- 
ment, and in harmony with long-range 
and general economic policies. The 
Budget not only serves as the basis of 
information for the Congress and the 
public with regard to the past work 
and future plans of the administration, 
but also as the means of control of the 
general policy of the Government by 
the legislative branch and of the details 
of administration by the Executive. 
The Bureau of the Budget was there- 
fore set up as the right arm of the 
President for the central fiscal man- 
agement of the vast administrative ma- 
chine and to enable him to submit 
regularly to the Congress a complete 
report on past activities and a future 
program for advance approval by the 
legislative branch. 

In addition to its duties in the prep- 
aration of the annual budget, the 
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Bureau of the Budget was given ad- 
ministrative research functions of out- 
standing importance. It was charged 
with the responsibility of making a 
continuous study of the organizations, 
operation, and efficiency of the Execu- 
tive Branch of the Government. 
Through its control over budgeting the 
Bureau is in a key position to detect 
weaknesses in the organization and 
functioning of the various departments 
and agencies and is the appropriate 
agency continuously to investigate ad- 
ministrative problems and to make 
recommendations to the President and 
the departments in the interest of econ- 
omy and efficiency. 

Substantial progress has been 
achieved through the Bureau of the 
Budget during its 15 years of opera- 
tion. A spotlight has been thrown on 
national fiscal problems. The Execu- 
tive has been placed in a better posi- 
tion to plan and control the fiscal pro- 
gram, for which he is held responsible 
in the public mind. It has been possi- 
ble to scrutinize departmental needs in 
detail, and the departments have been 
assisted in improving their budgetary 
practices. The Congress has been pre- 
sented not only with a more intelligi- 
ble picture of the Nation’s finances and 
financial problems but with a clear 
comparison between estimates and ac- 
tual expenditures for the particular gov- 
ernmental activities. Substantial ad- 
vances in improving governmental 
operation and in coordinating activities 
have been effected through the agency 
of the Bureau. Its staff has aided the 
President in the performance of many 
difficult administrative duties. The tech- 
nical phases of budget making have 
been constantly improved and refined. 

At no time, however, has the Bureau 
of the Budget achieved or even ap- 
proximated its maximum possible use- 
fulness and effectiveness as an instru- 
ment of administrative management. 
Because of its small operating appro- 
priation, the Bureau has failed to de- 
velop an adequate staff of the highest 
attainable competence. Such a staff is 
necessary if it is to cope with the 
problems raised by a rapid growth in 
the magnitude and complexity of gov- 
ernmental organization and expendi- 
tures. It has not perfected its own or- 
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ganization and methods as a directing 
and controlling agency of the Presi- 
dent. Rather, the Bureau has empha- 
sized the task of preparing the Budget 
to the distinct disadvantage of its im- 
portant complementary functions. It 
has only partially developed supervi- 
sion over the execution of the Budget 
by the spending agencies. 

The administrative research func- 
tions placed upon the Bureau are prac- 
tically undeveloped ; it is in this respect 
that the Bureau has missed its greatest 
opportunity. The Budget and Account- 
ing Act of 1921 specifically authorized 
the Bureau to make detailed studies of 
the administrative departments and es- 
tablishments for the purpose of ad- 
vising the President intelligently as 
to changes that should be made in 
their organization and methods, in the 
grouping of services, and in the ap- 
propriations for various activities. The 
Bureau of Efficiency was abolished by 
an act of Congress, approved March 
3, 1933, mainly on the grounds that 
it duplicated work that the law re- 
quired the Bureau of the Budget to do. 
Its records and files were transferred to 
the Bureau of the Budget, but adequate 
provisions for carrying on its work are 
still to be made. Research in adminis- 
trative organization has been negligi- 
ble. Recommendations for reorganiza- 
tion have been conspicuously absent. 


STAFFING OF THE BUREAU OF THE 
BUDGET 

One obtains a vivid realization of 
the inadequate staff of the Bureau of 
the Budget from the fact that its ap- 
propriation for the current fiscal year 
(ending June 30, 1937) amounted to 
only $187,000—a sum considerably 
less than is spent by a single finance 
and accounting division of some of the 
great Government departments, and 
less than 3 per cent. of the amount re- 
quired to audit the expenditures. It 
has a total personnel of only 45, and 
aside from the statutory positions of 
Director and Assistant Director, has 
only two positions compensated in ex- 
cess of $6,000 per annum. Only 
$18,700 was provided for ‘‘research, 
surveys and assistance.” Yet this small 
staff is charged with preparing a 
budget of billions and with aiding the 
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President in the exercise of his vast 
responsibility for the over-all manage- 
ment of the huge and intricate Federal 
administrative machine. 

If the Bureau of the Budget is to be 
developed into a serviceable tool for 
administrative management to aid the 
President in the exercise of over-all 
control, it needs greater resources and 
better techniques. If continuing power 
is given the President to transfer and 
consolidate executive establishments, 
he will need adequate information, 
based on analyses of the greatest com- 
petence, as a guide to action. The 
Bureau of the Budget is the logical 
staff agency for the performance of this 
service. It should be given appropria- 
tions and a staff commensurate with 
the magnitude of the assignment. A 
relatively small sum _ invested in 
strengthening the Bureau of the Bud- 
get as a staff agency of the President 
will yield enormous returns in the in- 
creased efficiency of Government op- 
eration. It is with this in mind that 
recommendations regarding the Bureau 
of the Budget are presented. 

The Director of the Bureau of the 
Budget is one of the few Government 
officers in a position to advise the 
President from an over-all, as opposed 
to a bureau or departmental point of 
view. He should therefore be relieved 
to the greatest possible extent from the 
minor details of administration. He 
should be released for duties of maxi- 
mum importance to the President and 
freed so that he may attend important 
conferences of Cabinet officers and 
planning groups, where programs are 
being considered that may eventually 
result in appropriation requests or in 
changes in governmental organization 
or procedure. In accordance with sug- 
gestions made elsewhere in this report, 
the salary of the Director should be in- 
creased. It should be possible for the 
President to select a Director from the 
career service, though he should con- 
tinue, of course, to have the right to 
appoint a man of his own choosing. 

The position of Assistant Director 
of the Bureau of the Budget should 
be filled under civil-service rules, pref- 
erably by promotion from the career 
service. It should be a high permanent 
post to which career men should be 
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encouraged to aspire. Continuity in of- 
fice is important if the Assistant Di- 
rector is to have the necessary back- 
ground from which to advise a new 
Director concerning the techniques of 
budget making and the intricacies of 
Government machinery and if he is to 
be skilled in the execution of policies 
and programs. Breadth of experience, 
depth of knowledge, and broad vision 
are needed in this office; these can be 
obtained only through intensive train- 
ing and long experience in the Govern- 
ment itself. The Assistant Director 
should maintain the ordinary contacts 
with the administrative and budget 
officers of the departments as well as 
with the heads of other over-all man- 
agement agencies such as the civil- 
service establishment. He should direct 
the activities of the several divisions of 
the Bureau of the Budget and in every 
possible way should assume responsi- 
bilities that would leave the Director 
free to concern himself with matters 
of major policy and program. 

If the Bureau of the Budget is to 
perform effectively its functions of 
fiscal and over-all management it must 
be staffed with an adequate personnel. 
Division chiefs of high competence 
should be appointed from the career 
service. It should continue to have a 
career man as administrative assistant 
to attend to the institutional needs of 
the Bureau, such as personnel, ap- 
propriations, organization, financial 
records, and general services. The Di- 
rector should have the authority to ap- 
point a number of special assistants 
from inside or outside the service for 
special assignments and to retain con- 
sultants from business and the profes- 
sions on a temporary basis for investi- 
gations or conferences in technical 
fields. The right to transfer or detail 
personnel from other Government 
agencies is of particular importance to 
the Bureau of the Budget and this 
should be authorized. For long-term 
periods the Bureau should reimburse 
the departments from which the per- 
sonnel are borrowed. In turn, the 
Bureau should be permitted to accept 
reimbursement from Government 
agencies when it undertakes studies of 
organization and procedure at their re- 
quest. 


ACTIVITIES OF THE BUREAU: 
EsTIMATES 

The preparation and execution of 
the Budget are essentially executive 
tasks. The Bureau of the Budget as a 
managerial agency of the President 
should therefore be made responsible 
for the execution, as well as the formu- 
lation, of the budget as a national fiscal 
plan. The task of scrutinizing and pass- 
ing upon departmental estimates and 
of exercising some measure of con- 
tinuing direction over the execution of 
the budget should be assigned to a 
special division in the Bureau. The 
highly important task of budgeting re- 
quires a staff of unusual competence, 
breadth of vision, keen insight into 
governmental problems, and long ac- 
quaintance with the work of the Gov- 
ernment. Only a staff having these 
qualifications can be of assistance to the 
President, the Congress, and the de- 
partments in the preparation and con- 
sideration of a budget. Well-consid- 
ered and informed central direction of 
budgeting is essential; arbitrary, unin- 
formed, and undiscriminating decisions 
must be avoided. 

The staff in charge of budget esti- 
mates must keep in constant touch with 
the entire administrative machine for 
the purpose of developing and execut- 
ing both short-term and long-term 
fiscal plans. Through this staff the 
President may exercise effective con- 
trol over the formulation and execu- 
tion of fiscal plans and policies and 
may review carefully and wisely the 
departmental estimates. In this man- 
ner fiscal planning may assume its 
proper relationship to the economic 
and social planning for which the Na- 
tion holds the President responsible. 


ADMINISTRATIVE RESEARCH AND 

OTHER MANAGERIAL ACTIVITIES 

The President needs a_ research 
agency to investigate the broad prob- 
lems involved in the administrative 
management of the Government— 
problems of administrative organiza- 
tion, finance, coordination, procedures 
and methods of work, and the many 
technical aspects of management. The 
function of investigation and research 
into administrative problems should be 
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developed as an aid to over-all execu- 
tive management. 
2 = a 

The President has turned to the 
Bureau of the Budget for assistance in 
carrying out a number of important 
executive duties placed upon him. By 
reason. of its close contact with the 
operating departments and with the 
President as a managerial agency, the 
Bureau is better able to perform these 
activities than are other administrative 
units. 

One of the most important of these 
activities is the preparation, considera- 
tion, and clearance of Executive orders. 
Executive orders have been used since 
the early days of the Government, and, 
with the great increase in size and com- 
plexity of the governmental machine, 
have been utilized to an ever-increasing 
extent. They are particularly necessary 
in periods of emergency when there is 
rapid change in governmental policies 
and organization. Executive direction 
and control of national administration 
would be impossible without the use 
of this device. The activity of the 
Bureau of the Budget as a clearing 
agency in the issuance and amend- 
ment of Executive orders should be 
continued and strengthened by the de- 
velopment of a more adequate and ex- 
pert staff. It should be equipped to aid 
the President in the consideration of 
administrative problems and to draft 
the necessary Executive orders. 


RECOMMENDATIONS 
Our recommendations regarding 
budgeting and administrative control 
may be briefly summarized as follows: 


1. The Director of the Bureau of the 
Budget should be relieved from routine 
duties and thus enabled to devote himself 
to problems of fiscal policy and planning. 
Provision should be made for an adequate 
permanent staff of the highest competence, 
implemented by special assistants on assign- 
ment from the operating agencies and by 
temporary consultants and specialists re- 
cruited from business and industry for spe- 
cial assignments. 

2. The execution, as well as the prepara- 
tion, of the budget should be supervised 
by the Bureau of the Budget and should be 
closely correlated with fiscal programs and 
plans. 

3. The administrative research function 
of the Bureau of the Budget should be ade- 
quately developed to aid the President in 
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his duties as head of the executive establish- 
ment. The Bureau should carry on con- 
structive studies in public administration 
for the constant improvement of Govern- 
ment organization and procedure and should 
also stimulate continuous study of these 
problems by departments and bureaus. 

4. The information function of the 
Bureau of the Budget should be developed 
and improved. The United States Informa- 
tion Service should be transferred to it, as 
should other appropriate activities in the 
coordination of the field services of the 
Government. 

5. The Bureau of the Budget should serve 
in various ways as an agency of the Presi- 
dent. Improvement should be made in its 
facilities for the clearance of Executive 
orders and the establishment of uniform 
codes of management in the Government. 
It should assist the departments in their 
regulations governing internal organization. 
It could render important service to the 
President and to the Congress in coordi- 
nating and clearing legislative recommenda- 
tions which originate in the Executive 
Branch. 


B. Direction and Control of Account- 
ing and Expenditures 


A second important phase of fiscal 
management is the direction and con- 
trol of expenditures through the sys- 
tem of accounting. The present ac- 
counting system of the Government is 
badly scattered and presents a rather 
incongruous mixture of antique and 
modern practices. Essential parts of the 
system are now found in the Treasury 
Department, divided among three or 
four important Treasury units, in the 
General Accounting Office, and in the 
various operating bureaus, departments, 
and establishments. At the same time, 
the warrant procedure that dates back 
to Alexander Hamilton’s day pursues 
its plodding way alongside the latest 
machine bookkeeping. Financial re- 
porting from the various accounts is 
far from being systematized, is gen- 
erally lacking in telling information 
for administrative purposes, and is 
often delayed beyond the point of any 
practical value. 

Although the Budget and Account- 
ing Act of 1921 had as one of its main 
objects the improvement of the Gov- 
ernment’s accounting system, very little 
of real and lasting value has as yet re- 
sulted. The Comptroller General was 
vested with authority under this act to 
prescribe a system of administrative 
appropriation and fund accounting in 
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the several departments and establish- 
ments. Fifteen years have since elapsed, 
and still no comprehensive and ade- 
quate system of general accounts has 
been developed by the Comptroller 
General's office. 

The authority which the Comptrol- 
ler General has exercised over depart- 
mental accounting procedures, in many 
cases, improved the accounts in the de- 
partments and establishments. But 
these procedures have continually 
stressed the bringing of accounting in- 
formation into the General Accounting 
Office, with little consideration for the 
informational needs of the Bureau of 
the Budget, of the Treasury Depart- 
ment, and ultimately of the President. 
The tendency, therefore, has been to 
deprive the Executive of adequate ac- 
counting machinery, or even authority 
to develop this important instrument 
of financial direction. Because of the 
lack of interest in administration little 
effort has been made, for example, 
toward the development of unit or 
cost accounts. It is very doubtful if the 
Congress intended that the accounting 
provision of the 1921 Act should work 
in this way. Certainly it is inconsistent 
with Executive responsibility and ef- 
ficient administration. 

The time is ripe for a return to the 
basic notion that served as the ground- 
work for the original accounting sys- 
tem of the Government. There should 
now be installed in the Treasury De- 
partment a modern system of general 
accounting and reporting that would 
produce accurate information quickly 
and easily concerning expenditure obli- 
gations, appropriation and allotment 
balances, revenue estimates and 
accruals, and actual collections, as well 
as cash disbursements and receipts. Not 
only should the accounting methods be 
standardized throughout the govern- 
mental agencies, but there should be a 
complete revamping of the accounting 
procedure which would enable the 
Treasury Department to secure reliable 
information at a moment's notice on 
the status of all revenues and expendi- 
tures of the Government. There is 
abundant evidence that these account- 
ing improvements are greatly needed, 
and that they can now be properly 
made. 
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CURRENT CONTROL OF 
EXPENDITURES 


Through the accounting system cur- 
rent control over expenditures is ex- 
ercised. This function is often confused 
with the function of audit. Current 
control involves final decisions as to 
proposed expenditures and the avail- 
ability of funds. An audit is an exam- 
ination and verification of the accounts 
after transactions are completed in 
order to discover and report to the 
legislative body any unauthorized, 
illegal, or irregular expenditures, any 
financial practices that are unsound, 
and whether the administration has 
faithfully discharged its responsibility. 

A true audit can be conducted only 
by other officers than those charged 
with the making of decisions upon ex- 
penditures. No public officer should be 
authorized to audit his own accounts or 
financial acts and decisions. The maxi- 
mum safeguard is provided when the 
auditor is entirely independent of the 
administration and exercises no execu- 
tive authority. The control of expendi- 
tures is essentially an executive func- 
tion, whereas the audit of such ex- 
penditures should be independent of 
executive authority or direction. 

Although the title of the Budget 
and Accounting Act indicates that the 
principal purpose was to provide a 
budget system and ‘an independent 
audit of public accounts,’’ the distinc- 
tion between “control” and ‘‘audit”’ 
was confused in the act. It placed cer- 
tain control functions, as well as the 
auditing function, in the Office of the 
Comptroller General, who was thus 
made both a “comptroller and an 
“auditor.” This has created an unde- 
sirable and anomalous situation: As an 
auditor the Comptroller General prop- 
erly performs his function without the 
direction of any executive officer; but 
as a comptroller, exercising the execu- 
tive authority to determine the uses of 
appropriations, to settle accounts and 
claims, and to prescribe administrative 
accounting systems—functions which 
are universally recognized as executive 
in character—he is improperly re- 
moved from any executive direction 
and responsibility. 

Furthermore, the Comptroller Gen- 
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eral, as a comptroller, determines in 
advance the legality of expenditures 
and issues rules and regulations which 
govern the administrative procedures 
and practices of the executive establish- 
ments; later, as an auditor, he reviews 
and audits the action taken under his 
own previous decisions. The more the 
Comptroller General exercises control 
over expenditures through advance de- 
cisions, approval of contracts, pre- 
audits, and otherwise, the less com- 
petent he becomes to audit them. This 
system results in divided authority and 
responsibility for the proper expendi- 
ture of public funds and the account- 
ing therefor; it deprives the President 
of essential power needed to discharge 
his major executive responsibility. 
Equally important, it deprives the Con- 
gtess of a really independent audit and 
review of the fiscal affairs of the Gov- 
ernment by an official who has no voice 
in administrative determinations, which 
audit is necessary to hold the Admin- 
istration accountable. 

The removal from the Executive of 
the final authority to determine the 
uses of appropriations, conditions of 
employment, the letting of contracts, 
and the control over administrative de- 
cisions, as well as the prescribing of 
accounting procedures and the vesting 
of such authority in an officer inde- 
pendent of direct responsibility to the 
President for his acts, is clearly in vio- 
lation of the constitutional principle of 
the division of authority between the 
Legislative and Executive Branches of 
the Government. It is contrary to arti- 
cle II, section 3, of the Constitution, 
which provides that the President 
“shall take Care that the Laws be faith- 
fully executed.” 

In the recent case of Springer v. 
Philippine Islands (277 U.S. 189), 
which involved an attempt to vest 
executive powers in a legislative body, 
the Supreme Court declared: 


Legislative power, as distinguished from 
executive power, is the authority to make 
laws, but not to enforce them or appoint 
the agents charged with the duty of such 
enforcement. The latter are executive func- 
tions. 


The settlement of accounts and the 


supervision of administrative account- 
ing systems are executive functions; 





under the Constitution they belong to 
the Executive Branch of the Govern- 
ment. The audit, by the same reason- 
ing, should operate under legislative 
direction. The Comptroller General to- 
day straddles both positions. 

Prior to the adoption of the Budget 
and Accounting Act of 1921, accounts 
and claims were settled by the auditors, 
all of whom were Treasury officials, 
and the accounting procedures were 
prescribed by the Comptroller of the 
Treasury. Strictly speaking, there was 
no independent audit. When the Con- 
gress adopted legislation providing for 
a National Budget system in 1921, it 
also provided for an independent aud- 
iting office. The hearings on the act, 
as well as the language of the act it- 
self, indicate clearly that the purpose in 
creating an independent auditing office 
was to enable the Congress to secure 
adequate and full information upon 
the finances of the Government. Mem- 
bers of the special committees of the 
House and the Senate complained that 
the auditors and the Comptroller of 
the Treasury, being a part of the ad- 
ministration and subject to removal, 
would not come before congressional 
committees and criticize the existing 
financial practices. 

Major attention at that time was 
focused upon the provisions of the act 
relating to the creation of a National 
Budget; the far-reaching implications 
involved in placing the accounting and 
controlling authority in an auditing 
officer independent of the Executive 
were not clearly realized. There was, 
however, no lack of warning on this 
point. During the hearings on the 
act, in 1919, a number of outstanding 
witnesses who advocated the creation 
of an independent auditor stated that 
he should be charged with the sole 
task of auditing expenditures after they 
were made and reporting the results 
of the audit to the Congress. These wit- 
nesses expressed grave doubt as to the 
wisdom of giving to this independent 
auditing officer the controlling func- 
tion as well, for this they regarded as 
unquestionably executive in character. 
Among those who called attention to 
this important distinction were men 
like former Governor Frank O. Low- 
den of Illinois, Senator Carter Glass 




















(then Secretary of the Treasury), 
President Frank J. Goodnow of the 
Johns Hopkins University, President 
Nichols Murray Butler of Columbia 
University, Mr. John T. Pratt, Presi- 
dent of the National Budget Commit- 
tee, Mr. Henry L. Stimson, later Secre- 
tary of State, and Dr. Frederick A. 
Cleveland. 

At various times in the hearings, 
members of both the House and the 
Senate committees expressed their own 
doubts concerning the wisdom of 
granting controlling and accounting 
authority to an independent auditor. 
But the final act transferred to the 
Comptroller General all the powers 
formerly exercised by the auditors and 
by the Comptroller of the Treasury. 


RESULTS OF INDEPENDENT CONTROL 

The results of placing executive 
powers of control in an independent 
auditing office may be reviewed briefly. 
Before 1921, when the head of a de- 
partment questioned a ruling of the 
Comptroller of the Treasury, or when 
the President requested it, the ruling 
was referred to the Attorney General 
for a legal opinion. Since 1921 this 
practice has been discontinued. An im- 
passe has resulted. The first Comp- 
troller General of the United States 
consistently refused to submit any dis- 
puted question to the Attorney General 
or to modify any of his rulings in con- 
formance with the opinions of the 
Attorney General. It is significant that 
the Attorney General has been sus- 
tained repeatedly when the issues were 
taken to courts of law. 

Both the Attorney General and the 
Comptroller General are directed by 
the Congress to render opinions or 
decisions interpreting the meaning of 
congressional acts. Executive officers 
customarily turn to the Attorney Gen- 
eral when there is any question about 
the authority or the legality of an ac- 
tion which they are contemplating. 
The present conflict of authority be- 
tween these two officers leads to a great 
deal of uncertainty, delay, and expense, 
and at times reaches almost to the 
point of administrative paralysis. 
Speed, decision, vigor, and common 
sense in the conduct of national af- 
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fairs have been subordinated to techni- 
cal rulings on doubtful questions. 

The virtual discontinuance of the 
practice of referring disputed rulings 
to the Attorney General for an 
opinion upon legal issues results in the 
Comptroller General interpreting his 
own jurisdiction and the scope of his 
authority through his own rulings. 
This is an extraordinary principle, 
clearly contrary to our political institu- 
tions and constitutional theory. 

Before 1921 there was compara- 
tively little complaint that the rulings 
of the Comptroller of the Treasury, 
precursor of the Comptroller General, 
encroached upon administrative discre- 
tion. This was probably because the 
Comptroller of the Treasury was a 
part of the administration itself, even 
though he had semi-independent 
status, and because of the practice of 
referring disputed questions to the At- 
torney General. From 1921 on, how- 
ever, the Comptroller General, through 
numerous rulings, has carried his au- 
thority into areas which are clearly in 
the realm of executive decision. Any 
volume of the published rulings of the 
Comptroller General affords a wide 
variety of examples of this invasion of 
administrative responsibility. Many of 
his rulings go far beyond the terms of 
any statute. 

Rulings by an independent auditing 
officer in the realm of executive action 
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and methods, even when they seem 
wise and salutary, have a profoundly 
harmful effect. They dissipate executive 
responsibility and precipitate executive 
uncertainty. Many of the rulings of the 
Comptroller General, though issued in 
the belief that they are in the interest 
of strict legality, undoubtedly impede 
the work of the departments and add 
to their operating costs. Administrative 
officers have found it necessary to go 
not merely to their superior officers for 
the approval of plans but also to the 
office of Comptroller General for the 
approval of legality, form, and pro- 
cedure. This division of authority de- 
stroys responsibility and produces de- 
lays and uncertainty. It has become 
increasingly difficult, and at times sim- 
ply impossible, for the Government to 
manage its business with dispatch, with 
efficiency, and with economic sagacity. 

An effective continuing executive 
control over the administration of the 
Government to insure economy, legal- 
ity, and expedition is impossible so 
long as such wide authority over plans, 
forms, and procedures is exercised by 
the General Accounting Office. The 
Comptroller General has also extended 
his authority into administrative mat- 
ters by the expansion of the preaudit 
(i.e., audit before payment), by the 
increased use of advance decisions, and 
by his rulings, all of which have con- 
stantly brought more and more admin- 





on subjects to be announced. 





Senator O’ Mahoney to Address 
New York Spring Con ference 


| D gerne STATES SENATOR JOSEPH C. O'MAHONEY of Wyo- 
ming has accepted an invitation of the New York City Control -to 
address a dinner meeting on April 29 at the Waldorf-Astoria Hotel. This 
dinner will bring to a close the one-day Eastern Spring Conference of 
controllers, which will be held on that day. 

The program will include three round table conferences during the day 


Senator O'Mahoney has sponsored a measure which would provide for 
registration and licensing of corporations doing interstate business and will, 
it is expected, have a message of exceptional interest and usefulness to 
controllers and other corporation officers. 

The Spring Conference on April 29 is planned for the convenience of 
controllers in the eastern part of the country. . Details will be sent by mail, 
and made public in later announcements. 
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istrative questions to him for final 
determination. The operating plans of 
the administration are greatly affected, 
and sometimes controlled, by his rul- 
ings. Fiscal practices are to a large ex- 
tent governed by his decisions. These 
are areas of control that are custom- 
arily entrusted to executive officers, 
both in Government and in private 
business administration. 

Numerous delays in administration 
are inevitable under the current pro- 
cedures and routines of the General 
Accounting Office. Every voucher must 
be examined and passed upon in a 
single office at the seat of the Govern- 
ment. Final settlements are delayed 
from a period of three months to as 
long as three years after the original 
transaction has been consummated. Of 
what value to the Congress or to the 
administration is an audit which is not 
completed until after three years? Ex- 
ecutive officers are unable to obtain 
accurate current reports on the financial 
status of their own departments or 
bureaus. The delay in the audit has 
also created much uncertainty as to the 
authority of executive officers, with 
consequent delay in administrative ac- 
tion. Delays are often expensive. 
Promptness is essential to vigorous, de- 
cisive, and efficient public administra- 
tion. 


AUDIT OF EXPENDITURES 


The General Accounting Office has 
failed to achieve an independent audit 
of national expenditures. It has not 
supplied the Congress with the com- 
prehensive information concerning the 
financial administration of the Govern- 
ment which an audit should render. 
The Budget and Accounting Act pro- 
vides that the Comptroller General 
shall report to the Congress the results 
of his audit and his investigations into 
the financial transactions of the Gov- 
ernment and states that he “‘shall spe- 
cifically report to Congress every ex- 
penditure or contract made by any 
department or establishment in any 
year in violation of law.” Except in a 
few isolated cases the Comptroller 
General has not carried out this provi- 
sion of the act. He has rarely called 
attention to unwise expenditures or un- 
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sound fiscal practices. Since the present 
arrangement delays the final settlement 
of accounts, in some cases for as long 
as three years, it is impossible for the 
Comptroller General even to complete 
his audit of any fiscal year in time for 
it to be of any material value to the 
Congress. 

The fundamental reason why the 
Comptroller General has failed to pro- 
vide the Congress with a complete, de- 
tailed, and critical audit of the fiscal 
accounts of the Government, however, 
it is the anomalous and inconsistent 
position of his office. 

The results of the vesting of im- 
portant executive authority in the 
Comptroller General, an independent 
officer, who is not responsible to the 
Chief Executive, nor, in fact, to the 
Congress or to the courts, are serious. 
Effective and responsible management 
of the executive departments is im- 
possible as long as this unsound and 
unconstitutional division of executive 
authority continues. At the same time, 
the Congress is unable to secure a 
truly independent audit, which is es- 
sential if it is to hold the administra- 
tion to a strict accountability. 


RECOMMENDATIONS 
Our recommendations regarding the 
direction and control of accounting 
and expenditures are as follows: 


1. For the purpose of providing the 
Chief Executive with the essential vehicles 
for current financial management and ad- 
ministrative control, the authority to pre- 
scribe and supervise accounting systems, 
forms, and procedures in the Federal estab- 
lishments should be transferred to and 
vested in the Secretary of the Treasury. This 
recommendation is not new. In 1932 Presi- 
dent Hoover recommended to the Congress 
that the power to prescribe accounting sys- 
tems be transferred to the Executive Branch, 
stating: 

It is not, however, a proper function of 
an establishment created primarily for the 
purpose of auditing Government accounts 
to make the necessary studies and to de- 
velop and prescribe accounting systems in- 
volving the entire field of Government ac- 
counting. Neither is it a proper function 
of such an establishment to prescribe the 
procedure for nor to determine the effec- 
tiveness of the administrative examination 
of accounts. Accounting is an essential ele- 
ment of effective administration, and it 
should be developed with the primary ob- 
jective of serving this purpose. 

In 1934 a special committee of the 
United States Chamber of Commerce on 


Federal expenditures, headed by Mr. 
Matthew S. Sloan, recommended that all 
accounting activities be removed from the 
Comptroller General and placed in a Gen- 
eral Accounting Office directly responsible 
to the President. This committee stated in 
its report: 

Since the Comptroller General is not un- 
der Executive control, as he reports to 
Congress and is responsible only to that 
body, the Executive is deprived of. one of 
the most essential means of establishing 
effective supervision over expenditures, 
namely, a satisfactory accounting system 
directly under Executive control. More- 
over, the Comptroller General is now in 
the anomalous position of auditing his own 
accounting. 

The Committee is convinced that ac- 
counting should be segregated from audit- 
ing, and that accounting should be central- 
ized in an agency under the control of the 
President. Such a system would provide the 
administration with machinery necessary to 
establish control over expenditures and also 
afford Congress an independent agency for 
checking the fiscal operations of the admin- 
istration. 

2. For the purpose of fixing responsibility 
for the fiscal management of the Govern- 
ment establishment on the Chief Executive 
in conformity with the constitutional princi- 
ple that the President “shall take Care that 
the Laws be faithfully executed,” claims 
and demands by the Government of the 
United States or against it and accounts in 
which the Government of the United 
States is concerned, either as debtor or as 
creditor, should be settled and adjusted in 
the Treasury Department. 

3. To avoid conflict and dispute between 
the Secretary of the Treasury and the de- 
partments as to the jurisdiction of the 
Secretary to settle public accounts, which 
conflicts and disputes have so marred the 
relationship between the Comptroller Gen- 
eral and the departments in the past, and 
to make it impossible for the Secretary of 
the Treasury to usurp any of the powers 
vested in the heads of departments by the 
Congress, the Attorney General should be 
authorized to render opinions on such 
questions of jurisdiction (but not on the 
merits of the case) upon the request of 
the head of the department or upon the 
request of the Secretary of the Treasury, 
and the opinion of the Attorney General 
on such questions of jurisdiction should 
be final and binding. 

4. In order to conform to the limitations 
in the functions remaining within the jur- 
isdiction of the Comptroller General, the 
titles of the Comptroller General and the 
Assistant Comptroller General should be 
changed to Auditor General and Assistant 
Auditor General, respectively, and the name 
of the General Accounting Office should 
be changed to the General Auditing Office. 

5. The Auditor General should be au- 
thorized and required to assign representa- 
tives of his office to such stations in the 
District of Columbia and the field as will 


(Please turn to page 91) 
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Business Will Not Be Revolutionized 
By Robinson-Patman Act 


Effects Not So Far Reaching As Anticipated, View of One Attorney—Seldom 
A Law Which Raised So Many Difficult Questions of Interpretation—Door 
Wide Open For Price Differentials—Address by THomas J. MIcHIE, JR. 


A’ attorney's views with respect to 
the Robinson-Patman Act deal- 
ing with price discriminations are pre- 
sented here. They constitute a most il- 
luminating contribution to the discus- 
sion of this subject. The views were 
given in a paper read before the Pitts- 
burgh Control of THE CONTROLLERS 
INSTITUTE OF AMERICA by Mr. 
THOMAS J. MICHIE, JR., assistant secre- 
tary of the Koppers Company, Pitts- 
burgh, on February 22. MR. MICHIE 
is a member of the legal department of 
that company. 

A wealth of facts with respect to the 
background of this piece of legislation, 
and with respect to the many difficult 
questions of interpretation raised by 
this law, are given by MR. MICHIE. 
They will be read with great interest, 
it is believed, by controllers and other 
corporate officers. | —THE Epiror. 


There has seldom, if ever, been a 
law enacted by our Congress covering 
such a narrow field which raised so 
many difficult questions of interpreta- 
tion, as the Robinson-Patman Act. 

These difficulties of interpretation 
are, without doubt, due very largely to 
the legislative history of the act. The 
act was never an administration bill; 
it did not have the advantage of care- 
ful scrutiny by the brain trust, or what 
might be called the junior brain trust, 
composed of young lawyers like Ben 
Cohen and Tommy Corcoran, who are 
exceedingly careful draftsmen. It was 
originally drafted by the United States 
Wholesale Grocers Association, largely 
doubtless by their attorney, Mr. Tee- 
garden, but in the course of passage 
through Congress it was considerably 
mauled and pushed around and finally 
had engrafted upon it the so-called 
Borah-Van Nuys Bill, which had quite 


a different origin and which sought to 
accomplish the same general purposes 
as the Robinson-Patman Bill by quite 
different methods. No small part of 
the confusion as to the meaning of the 
Robinson-Patman Bill is due to this 
marriage of relatives who should have 
been considered within the prohibited 
degrees of consanguinity. 

Apparently Congress felt under 
compulsion from the clamor of small 
business men to do something to over- 
come, in part at least, the price ad- 
vantages enjoyed by the big chains 
and, being unable to determine just 
what should be done, decided to do 
everything that had been suggested. 
Someone, Mr. Dooley, I believe, once 
said that ‘the law is an idiot and an 
ass,” and I am inclined to believe that 
this terminology can be as well applied 
to the Anti-Price Discrimination Act of 
1936 as to any other law that I have 
had occasion to study. 


WHEN LAWYERS FINISH WITH IT 


Whatever may have been the intent 
of the draftsmen of the bill, and what- 
ever may be the legal obscurities now 
found in it, it is fairly certain that, 
when we lawyers and the courts get 
through with it, it will, like all of the 
other anti-trust laws, turn out to be 
something quite different from any- 
thing that it is now suspected of being. 
We lawyers are said to be adept at 
making the worse appear the better 
reason. And certainly the discrepancies 
between the various sections of the 
Anti-Price Discrimination Act, which 
were originally the Robinson-Patman 
Bill and the Borah-Van Nuys Bill, af- 
ford a fair field for us to operate in. 
The result is apt to be one which might 
remind the people of the story of two 
lawyer partners who took a case of 


considerable magnitude, probably on a 
contingent fee basis, and were ex- 
tremely interested in the result. The de- 
cision was handed down when one of 
the partners was out of town and was a 
sweeping victory for their client. The 
jubilant partner who heard the deci- 
sion immediately wired his associate, 
“Truth and justice have prevailed,” 
whereupon, his associate wired back, 
“Appeal at once.” 

To understand what the Robinson- 
Patman Bill is all about, we should 
go back to the origin of the anti-trust 
laws. About sixty years ago, some ten 
or fifteen years after the close of the 
Civil War, the country woke up to the 
fact that during and in the period fol- 
lowing the war there had been built 
up in this country a system of industry 
which had never existed before; an 
industry controlled not by small in- 
dividual producers, but by giant cor- 
porations, some of which, as was said 
in the debates at the time, were actu- 
ally more powerful than the states 
which created them. It was not, how- 
ever, the mere size or power of these 
corporations which then seemed dis- 
turbing; it was their power by agree- 
ments and combinations among them- 
selves to fix monopoly prices and so 
milk the consumers. And I think it is 
fair to say that the origin of the anti- 
trust laws lay largely in a desire to 
protect the consumer against unfair 
prices rather than in any fear of big- 
ness, as such, or of any fear, such as 
exists in some quarters today, of the 
loss of independence of a population 
which has become a nation of em- 
ployees. 

This was true not only of the 
original Sherman Act, passed in 1890, 
but also of the Clayton Act, passed in 
the first Wilson administration, which 





4 


was designed primarily to supplement 
the Sherman Act by defining in more 
specific terms certain practices which 
were thought to have monopolistic 
tendencies and were, therefore, pro- 
hibited. A companion act to the Clay- 
ton Act was the original Federal Trade 
Commission Act, which gave the Com- 
mission broad powers to prevent un- 
fair competition. Some of the sponsors 
of this act no doubt intended that the 
Commission should go beyond the 
mere protection of consumers from 
practices that tended towards monop- 
oly through the elimination or injury 
of competition. But whatever may have 
been the purpose of Congress when the 
act was passed, a series of court deci- 
sions narrowed the powers of the Com- 
mission so that it could not act as a 
general policeman for industry and 
could not protect one competitor 
against the unfair practices of another, 
unless the practices were of such a na- 
ture as would tend to injure competi- 
tion generally and thereby to injure the 
consumer. Thus, in the case of the 
Shade Shop,! it was held that the Com- 
mission had no power to prevent a 
person from opening up any business 
under a name long used by another, 
since the public and competition gen- 
erally suffered no injury, the only in- 
jury being to the one individual whose 
good-will was thus stolen. Moreover, 
it was also held that even though the 
public health were injured by false ad- 
vertising, the Commission was never- 
theless without jurisdiction if competi- 
tors were not injured, the leading case 
being that of a fake patent medicine 
which had no competition. The court 
said, rather logically, that however bad 
the marketing practices of its pro- 
ducers might be, they could not con- 
stitute “‘unfair competition,” which is 
what the law prohibited, if the article 
had no competitor.* 


PROTECTION OF CONSUMER 
PRINCIPLE OBJECTIVE 
Until the enactment of the late and 
sometimes lamented N.I.R.A., there- 
fore, the anti-trust laws, at least as 





‘Federal Trade Commission v. Klesner, 
280 U.S. 19. 

* Federal Trade Commission v. Raladam 
Co., 283 U.S. 643. 
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construed, had been directed solely to 
the protection of the consumer against 
monopolistic practices or practices that 
tended towards monopoly. And gen- 
erally speaking, I think it may be said 
that economists consider that the anti- 
trust laws have failed in their purpose. 
In the first place, as we all know, there 
is a great deal of evasion of these laws 
by business. Business men do meet in 
trade associations and elsewhere and 
they do agree upon prices, though they 
may be careful enough to leave no 
evidence of their action and even to 
arrive at their agreements or under- 
standings in such a manner that even 
a dictaphone could not prove that an 
understanding had been reached. But 
even apart from actual violation of the 
law, it is questionable whether under 
modern business methods even a suc- 
cessful prohibition of price-fixing 
agreements could bring about actual 
competition in prices. Where an in- 
dustry is largely dominated by a few 
very large groups, there is a tendency 
towards a non-competitive price policy, 
which may be brought about without 
any express agreement or understand- 
ing on the part of the managements 
concerned. 

The oil industry is said to be a fair 
example of this. While competition in 
the industry is keen through advertis- 
ing, services rendered, retail outlets, 
and in other ways, it seems on the sur- 
face very doubtful whether competition 
in price exists in any substantial de- 
gree. And this is probably true, not be- 
cause of any agreement between the 
managements of the big companies, 
but because they have found it to their 
mutual interests to maintain the same 
price schedules. What has been said to 
be true about oil has also been said of 
certain aspects of the steel business, 
particularly the prices for steel rails. 
And it is doubtless true of many other 
industries. 


ANTI-TRUsT Laws FAIL OF PURPOSE 


I am not saying that this condition 
is necessarily bad or that it leads to 
exorbitant profits on the part of the 
industries concerned. But the belief is 
widespread that this condition exists 
and, if it does, it seems clearly to in- 
dicate that the anti-trust laws have 





failed of their purpose, which was 
primarily to maintain competition in 
price for the benefit of consumers, and 
it shows also that the anti-trust laws 
could not achieve their purpose, even 
if they could be enforced. 

Concede the validity of this conclu- 
sion. What to do? There are two lines 
of attack on the problem. One is. to 
abolish or substantially revise the anti- 
trust laws, forget the effort to protect 
the consumer by enforcing competition 
in prices, and undertake a more direct 
policing of our giant industries as they 
grow larger and menace the consuming 
interests with their tremendous powers. 
In a sense, this was attempted under 
the N.R.A. It was recognized by the 
N.R.A. that all agreements among 
competitors are not necessarily bad, and 
that under certain conditions, notably 
those prevalent in the bituminous coal 
industry, even price-fixing agreements 
might be permissible and even desir- 
able, if subject to public control. This 
line was taken again by the Guffey 
Bill of 1935 and is now before Con- 
gress in the present Guffey Bill. And, 
while the N.R.A. and the first Guffey 
Bill went on the rocks for constitu- 
tional reasons, and the N.R.A. also on 
account of obvious administrative 
blunders, the path blazed by these two 
experiments is still believed by many 
who have studied the subject to be the 
path that industry and government in 
this country must inevitably take. 

What other path is there? The 
American people certainly will not 
permit industry to achieve the un- 
regulated power of fixing monopolistic 
Pfices, irrespective of whether such 
power is used. The price of abolition 
of the anti-trust laws would clearly be 
regulation of the type provided by 
N.R.A. Now, if we do not permit 
monopoly and if we do not like regula- 
tion, what are we going to do to avoid 
one or the other alternatives, both of 
which we dislike? Many of us refuse 
to face the dilemma and many more 
of us believe that, much as we dis- 
like it, we can not turn back the hand 
of time, and so we tend to string along 
with the theory that our corporations 
should be allowed to grow as nature 
seems to direct and subject to such 
regulation, and only such regulation, 











as becomes necessary in the public in- 
terest. 


BREAK Up LARGE CORPORATIONS? 

But there is a very considerable 
school which, in its dislike of monop- 
oly and of the consequent regulation 
apparently required in the public in- 
terest, naturally takes the view that the 
big corporations, such as all of us here 
tonight represent, should be broken 
up. This policy is advocated not merely 
for the purpose of protecting the con- 
sumer, the old purpose of the anti- 
trust laws, but also in the interest of 
the independence and dignity of the 
individual as producer or employee. 

We are today rapidly becoming a 
nation of employees. All of us here 
tonight are employees, and you con- 
trollers are probably in as good posi- 
tion as anyone to realize the tremen- 
dous growth of white collar workers 
that has occurred in the last genera- 
tion. In our fathers’ time the over- 
whelming majority of the American 
people were working for themselves, 
and most of those who were working 
for others were working for a boss 
that they could see and talk to. Today, 
we have a boss, but he, in turn, has 
another boss, and finally we get back 
to a metaphysical thing called a cor- 
poration, which theoretically has a 
group of bosses called stockholders, 
but which usually is able to control the 
action of its stockholders, so that we 
come back to a boss which is very rem- 
iniscent of the snake swallowing its 
own tail. 

And this form of employer-em- 
ployee relationship, which was just 
emerging into view when the original 
Sherman Act was passed in 1890, is 
growing very rapidly. In the very fas- 
cinating study by Berle and Means 
called “The Modern Corporation and 
Private Property,” published in 1932, 
the growth of the large corporations 
was analyzed on the basis of figures 
then available, and some quite astound- 
ing conclusions were reached. After 
showing that the large corporations 
were growing at a much more rapid 
rate than the smaller corporations, 
Messrs. Berle and Means say: 


“Just what does this rapid growth of the 
big companies promise for the future? Let 
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us project the trend of the growth of re- 
cent years. If the wealth of the large cor- 
porations and that of all corporations 
should each continue to increase for the 
next twenty years at its average annual 
rate for the twenty years from 1909 to 
1929, 70 per cent. of all corporate activity 
would be carried on by two hundred cor- 
porations by 1950. If the more rapid rates 
of growth from 1924 to 1929 were main- 
tained for the next twenty years 85 per 
cent. of corporate wealth would be held 
by two hundred huge units. It would take 
only forty years at the 1909-1929 rates or 
only thirty years at the 1924-1929 rates for 
all corporate activity and practically all 
industrial activity to be absorbed by two 
hundred giant companies. If the indicated 
growth of the large corporations and of the 
national wealth were to be effective from 
now until 1950, half of the national wealth 
would be under the control of big com- 
panies at the end of that period.” 


Whether the trend exhibited by the 
Berle and Means study would con- 
tinue, if left unchecked by legislation, 
no one can tell with any great degree 
of certainty, but it is fear of such con- 
tinued growth that has brought about 
such legislation as the Robinson-Pat- 
man Act, which is the outgrowth of a 
philosophy of opposition to big busi- 
ness. And I think you cannot under- 
stand the Robinson-Patman Act or see 
it in its proper setting unless you un- 
derstand that philosophy. I am, there- 
fore, going to quote from Herbert 
Agar, a professor at Columbia Univer- 
sity, one of the best known propon- 
ents of this philosophy. First, from the 
introduction of a book by Mr. Agar 
and others, entitled “Who Owns 
America?’, I give a quotation which 
will indicate why this group dislikes 
what seems to be the economic tend- 
ency of the time towards increased 
corporate power: 

“According to the American dream, the 
large majority should be able to count on 
the freedom of men who do not have to 
be anybody’s dependent, or anybody’s toady ; 
they should be able to count on the rea- 
sonable permanence, both of residence and 
occupation, which makes a stable family 
life possible; they should be able to count 
on having the chance to do creative work, 
and to enjoy responsibility; they should 
be able to count on living in an atmosphere 
of equality, in a world which puts relatively 
few barriers between man and man. To- 
day that dream is derided by two groups: 
first, by the communists, who say that any 
attempt to realize it must be vain, since the 
attempt would contradict the laws of Marx; 
second, by the friends of big business, who 
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dishonor the dream by saying that it has 
been realized, that it lies all about us to- 
day. 

“It is the second form of opposition 
which is dangerous. We must now allow 
our people to be persuaded that freedom, 
self-government, equality, mean nothing 
better than what we have attained. We 
must remind them that the monopoly cap- 
italism of modern America is almost the 
antithesis of our ideal. 

“So far from providing freedom, monop- 
oly capitalism does not even desire it. To 
be sure, a cardinal tenet of its economic 
theory is that both capital and labor should 
be ‘free.’ But this means only that they 
must be allowed to flow backward and 
forward from area to area and from in- 
dustry to industry, wherever the highest 
rate of profit is to be found. 

“In terms of labor this means that a 
workman had better be ‘free’ from a home, 
because if he had a home he would not be 
sufficiently mobile. He had better be free 
from personal responsibilities; above all 
he had better be free from children. Land- 
less and toolless, vagrant as the red In- 
dian, his successive livelihoods at the mercy 
of an ‘economic law’ which we have basely 
allowed to take the throne from morals— 
this man has, of course, the vote. And the 
Thirteenth Amendment protects him from 
involuntary servitude. Yet his is not quite 
the sort of freedom for which our Fathers 
founded America.” 


And again from a chapter written by 
Mr. Agar in the same book, I quote to 
give you a clearer idea of just what it 
is that this group proposes: 


“HI 


“The first step in making clear our 
program is to get rid of certain misunder- 
standings. First, we are not proposing a 
mere back-to-the-land movement—we be- 
lieve that our program provides for a good 
life in urban as well as in rural communi- 
ties. Second, we are not pretending that 
the present state of the farmer in America 
is everywhere an example of the good fea- 
tures of agregarian life. Third, we are not 
Proposing a return to technologically in- 
ferior modes of manufacture. If these state- 
ments are kept in mind, it will be possible 
for even the most hostile critics to under- 
stand what it is we are advocating. The 
advantage of such understanding will be 
that our critics can then attack our actual 
program (which might be valuable to us), 
instead of merely attacking some queer 
misshapen notions of their own. 

“Believing as we do that there are moral 
and economic virtues in the institution of 
widespread property, and that monopoly- 
capitalism is morally ugly as well as eco- 
nomically unsound, our practical proposals 
look toward the establishment of a genuine 
property State—that is, a State in which a 
considerable majority of the families par- 
ticipate in real ownership. 
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“The problem of property can be di- 
vided, for convenience, into the problem of 
property in land and the problem of prop- 
erty in industry and the distributive trades. 

“Other chapters in this book explain why 
we believe that real property in land can 
be saved throughout America, and how we 
believe it can be saved. I shall not recapit- 
ulate; but for the sake of clarity I shall 
state once again that our aim is to make 
free men of our present farmers, tenants 
and croppers, rather than to send a swarm 
of city-dwellers into the country. We may 
believe that if farming were given a fair 
chance more people would choose that way 
of life. But we do not wish to press it 
upon anybody. 

“When it comes to the problem of re- 
sponsible ownership in industry, it must be 
admitted that there are certain industries 
and businesses in which such ownership is 
not feasible. Obvious examples would be 
railroads, electric power, and other utili- 
ties. Here monopoly is necessary for full 
efficiency. But, as Mr. Coyle writes, ‘“Mo- 
nopoly is not business at all, but public 
service, to be operated with a single eye 
to the public benefit.’ That is to say that 
such monopolies as are permitted must be 
regulated in the interests of the people. 
Either direct social control, as in Sweden, 
or indirect control, as in the British Gas 
Regulation Act, would seem to be indicated. 
Anyone who: says ‘impossible, who says 
Americans can never do what the Swedes 
have done, or what the British, is a man 
who prefers pessimism to truth. 

“Over a large section of modern indus- 
try, however, it is not true that monopoly is 
efficient. As the Swedes have shown us, the 
optimum size for many plants is the small- 
est size which can use the most modern, 
labor-saving machinery. Decentralized fac- 
tories producing for local use, on a scale 
where not more than one hundred people 
are involved in both management and labor, 
can be owned by the people directly con- 
cerned with them. The ownership would be 
real in the sense that the owners would 
have responsibility and control, so that the 
moral arguments in favor of property would 
at once become applicable. Such decen- 
tralization of ownership as well as of plant 
would take time. A lot could be done in 
five years; some of the changes would take 
a generation; but it is worth spending a 
little time to save America.” 


I think it is interesting in passing to 
note that we have in this position of 
Mr. Agar and others the basis for an 
intelligent opposition to the New 
Deal. The New Deal is, of course, not 
a consistent philosophy, and Mr. 
Roosevelt has repeatedly likened him- 
self to a quarterback who tries now 
one tack and now the other, as circum- 
stances may seem to make advisable. 
And the personnel that constitutes the 
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New Deal administration in Washing- 
ton undoubtedly comprises men of 
many diverse economic beliefs, all 
with varying degrees of influence in 
painting the resultant picture which is 
called the New Deal. But on the 
whole, I think it may fairly be said 
that the tendency of the New Deal 
has been at least to permit and perhaps 
to encourage the continued growth of 
big business, subjecting it to such reg- 
ulation as may be deemed necessary in 
the public interest, rather than to en- 
deavor to carry out the theories of Mr. 
Agar, Justice Brandeis and others and 
limit the growth of corporations. 


Two ExcEPTIONS To TREND 


I know of only two definite excep- 
tions to this trend. One is the Robin- 
son-Patman Act, which was never an 
administration measure and can, there- 
fore, scarcely be said to be a New 
Deal law at all; and the other is the 
differential corporate tax rate under 
which corporations with small income 
are given a slightly lower tax rate than 
that given corporations with large in- 
comes. This tax differential was sug- 
gested by Mr. Roosevelt in a message 


which indicated considerable sympathy 
with the aims of the Agar-Brandeis 
school. But the principle was practi- 
cally emasculated in Congress with ap- 
parently little or no protest from the 
President, so that it can be given little 
weight in balancing the attitude of 
this Administration against such acts 
as the N.I.R.A., the A.A.A., the 
Guffey Act, the regulation of security 
issues, stock exchanges, and so on. 
So much is this true that it seemed at 
one time last spring and summer as if 
the theory of promoting smaller busi- 
ness units might even become the dom- 
inant issue in the campaign. 

Senator Borah, with his blasts 
against bigness and his insistence upon 
stricter enforcement of the anti-trust 
laws, did much to bring about this 
possibility, but there was also a very 
general feeling that Governor Lan- 
don’s Kansas friends, notably William 
Allen White, would stress this possible 
alternative to government regulation. 
I do not know how many of you read 
Raymond Clapper’s column in the 
Press every evening, but you may recall 
that he was harping along this line 
both before and immediately after 








CONTROLLERS INSTITUTE’S SIXTH ANNUAL 
MEETING OCTOBER 14-15 IN NEW YORK 


HE 1937 Annual Meeting of The Controllers Institute of America, 

its sixth, will be held in New York City, October 14 and 15, at the 
Waldorf-Astoria Hotel. This decision was reached by the Board of 
Directors at a meeting held February 25. 

The dates selected are a Thursday and Friday. This is a departure 
from the plan followed heretofore of holding the general sessions on a 
Monday and Tuesday. It is believed that this change in the days of the 
week on which the sessions will be held will meet with general approval. 

The dates in mid-October were chosen so that members who wish to 
remain over the week-end in New York may attend some of the sessions 
of the Fiftieth Anniversary Meeting of the American Institute of Ac- 
countants which is to take place the week following the dates selected 
for the Annual Meeting of The Controllers Institute of America. Like- 
wise, it is thought that many public accountants who plan to attend the 
Fiftieth Anniversary meeting of the American Institute of Accountants 
may wish to come a few days earlier and attend some of the sessions of 
the Annual Meeting of The Controllers Institute of America. 

Controllers everywhere are asked to mark these dates on their calen- 
dars at this time and to plan to be in New York for the Sixth Annual 
Meeting of The Controllers Institute of America. 
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Governor Landon’s nomination and 
seemed to feel that there was a strong 
possibility that Governor Landon 
would make this the dominant issue of 
the campaign. It was, perhaps, a little 
naive of Mr. Clapper to think that 
a Republican presidential candidate 
could ever make his campaign on the 
issue of breaking up big corporations 
into little units. At any rate, if Mr. 
Landon ever had any such idea, he 
soon gave it up and turned his cam- 
paign over to the direction of those 
who apparently believed in neither 
regulation nor limitation of size, and 
as a result Mr. Clapper, from being 
very friendly, turned into one of Gov- 
ernor Landon’s bitterest and most effec- 
tive opponents. And in this he was, I 
believe, typical of many thousands of 
others who at first had had hopes of 
the development of an intelligent op- 
position under Governor Landon’s 
leadership. And while politicians on 
both sides of the fence will try to 
duck the issue as long as possible, in 
the long run it seems that this choice 
must inevitably be made. Do we want 
smaller business with more freedom all 
around or bigger business with more 
regulation ? 

And so I come to the Robinson- 
Patman Act. Like the differential taxa- 
tion of corporations its aim is the pro- 
tection of the small business man—not 
like the other anti-trust laws, the pro- 
tection of the consumer. As I have 
said, the inspiration for the bill came 
largely from the grocery trade and it 
was aimed at the big chain stores. 
Now, no one can claim that the big 
chains are milking the consumer. It is 
just because they are giving the con- 
sumer lower prices that they are ruin- 
ing the independent merchants whom 
the Robinson-Patman Act was passed 
to protect. The theory of the bill ap- 
parently is that it is better to have 
higher prices from independent mer- 
chants than lower prices from great 
chains. , 

Technically, that portion of the 
Robinson-Patman Act which was the 
original Robinson-Patman Act before 
the Borah-Van Nuys bill was grafted 
on it, is an amendment to Section 2 of 
the old Clayton Act. The extent to 
which it has changed the old Clayton 
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Act is a subject of serious controversy 
within the legal profession. The old 
Clayton Act prohibited discriminations 
in price where the effect was to sub- 
stantially lessen competition or tend to 
create a monopoly, but expressly per- 
mitted discrimination on account of 
differences in the grade, quality or 
quantity of the commodity sold and 
discriminations made in good faith to 
meet competition. It was generally 
held under the Clayton Act, as under 
the Federal Trade Commission Act, 
that an injury to competition to be 
within the terms of the Act must be an 
injury to competition generally and not 
an injury to an individual competitor. 
The Robinson-Patman Act has added 
another phrase in this respect, prohibit- 
ing discriminations not only that sub- 
stantially lessen competition or tend to 
create a monopoly but that “injure, 
destroy or prevent competition with 
any person.” 


DISCRIMINATIONS AFFECT MORE 
THAN ONE PERSON 


The intent of this addition was to 
prohibit discriminations which harm 
only a single individual competitor. 
This is perhaps an important change 
in the law and may help the Commis- 
sion in some instances in proving its 
case, but I doubt very much if it will 
have any widespread business effect 
since discrimination in the price prac- 
tices of large businesses will usually 
affect more than a single person. 

The second, and what was deemed 
to be the most important change in 
the act, was with respect to price dif- 
ferentials on account of quantity sold. 
The old act expressly permitted dif- 
ferentials on account of quantity sold 
and contained no language from which 
it could fairly be inferred that such 
differentials had to bear any relation 
to the respective quantities. Appar- 
ently, under the language of the old 
act, a small difference in quantity 
would justify a very large difference 
in price, and it was against just this 
situation that the new act was specifi- 
cally directed. The new act limits the 
permissible discrimination on account 
of quantity to “differentials which 
make only due allowance for dif- 
ferences in the cost of manufacture, 
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sale or delivery resulting from the dif- 
ferent methods or quantities in which 
such commodities are to such producers 
sold or delivered.” 

This limitation of quantity differ- 
entials to those that can be justified by 
difference in cost is, of course, a serious 
change in the old law, if the old law 
was properly construed as it had always 
been construed until April, 1936. 
However, in April, 1936, while the 
Robinson-Patman Act was before 
Congress, the Federal Trade Commis- 
sion, in a decision on a complaint 
against the Goodyear Tire & Rubber 
Company,* held that the Goodyear 
Company had violated the old act by 
discriminating in price in favor of one 
dealer which purchased in large quan- 
tities, the Sears-Roebuck Company, 
and the Commission directed the Good- 
year Company that it could “take into 
account and make due allowance, and 
only due allowance, for differences in 
the cost of transporting and selling 
tires to individual tire dealers on the 
one hand and Sears-Roebuck & Com- 
pany on the other.” It specifically held 
that the Goodyear Company could not 
give Sears-Roebuck & Company the 
benefit of increased savings in manu- 
facturing cost which flowed to the en- 
tire business as a result of Sears-Roe- 
buck & Company’s large purchases. 

Or, stated another way, that Goodyear 
could not compute the cost of Sears- 
Roebuck tires on an increment basis. 
This ruling, in effect, compelled the 
spreading of the overhead saving con- 
sequent upon the large order over the 
entire business and gave all other pur- 
chasers equal benefit therefrom. The 
theory of the decision was that the 
one big order was no more responsible 
for the saving in costs than were the 
many other small orders which made 
up the other part of the business—that 
all of these orders were required to 
give the reduced manufacturing costs. 


CouLp Nor Pass SAVINGS TO LARGE 
BUYER 

Now you will observe that the ef- 

fect of this ruling was to deny the 

right to pass on to the large purchaser 

any saving in manufacturing cost, and 

the Commission, in its order, expressly 


°F. T. C. Complaint No. 2116. 





76 


stated that the Goodyear Company 
should make allowance only for the 
differences in transportation and sell- 
ing costs. The Commission’s order was 
appealed to the courts but the appeal 
was dropped after the passage of the 
Robinson-Patman Act, when the Sears- 
Roebuck Company cancelled its ar- 
rangement with Goodyear and made 
arrangements to take the entire output 
of a small manufacturer. It may be 
doubted whether the Commission's 
theory in the Goodyear case would 
have stood the test of litigation under 
the old law, but if it would have then 
it would seem that the old rule under 
the Clayton Act was actually more 
stringent than the new rule under the 
Robinson-Patman Act, for the new 
bill expressly states that due allowance 
may be made not only for differences 
in the cost of sale or delivery but also 
for differences in the cost of manufac- 
ture. 

Now you have an accounting prob- 
lem there. All of the commentators 
whose discussions of the Robinson- 
Patman Act I have read assume that it 
intended to write into the law the doc- 
trine of the Goodyear case and that the 
saving in overhead costs resulting from 
a large additional order can not be 
all given to that order, but must be 
spread over the entire business. Yet 
the language of the new act to the ef- 
fect that allowance may be made for 
differences in the cost of manufacture 
must be given some weight and, in 
the ordinary case, I do not see how 
you can make any allowance for dif- 
ferences in cost of manufacture or de- 
termine any differences in the cost of 
manufacture except by the method that 
was prohibited in the Goodyear case. 

Of course there may be exceptional 
circumstances where an order would 
permit the reopening of a closed plant 
on which an entirely separate basis for 
cost accounting could be used, but I 
doubt very much if the permission 
granted by the act to take costs of 
manufacture into consideration can be 
limited to such very unusual cases. 
This is a problem which is more of an 
accounting problem than a legal prob- 
lem, and accounting practices may vary 
in different industries to such an ex- 
tent that the problem may seem very 
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simple to some of you. I hope after the 
conclusion of this address that some of 
you men have some ideas on this sub- 
ject and may be able to explain to me 
just how a saving in cost of manufac- 
ture may exist and may be calculated 
other than a saving of the character 
which the Commission held the Good- 
year Company should not take into ac- 
count in fixing its prices. 


MEETING COMPETITION A DEFENSE? 


Another substantial change from the 
old Clayton Act is the apparent elim- 
ination of the defense that the dis- 
crimination was necessary to meet com- 
petition. There is little doubt that 
Congress intended to eliminate this de- 
fense, but there is considerable doubt 
as to whether it has done so. There 
was a feeling on the part of some 
members of Congress that the defense 
should be permitted and as a com- 
promise a clause was inserted to the 
effect that in a proceeding before the 
Commission the defendant should be 
allowed to prove that the discrimina- 
tion was necessitated by competition, 
whereupon the burden of proving that 
the discrimination was otherwise un- 
lawful would be shifted to the Com- 
mission. In other words, if this defense 
were proved, it would not operate as a 
complete defense, but it would compel 
the Commission to go to the trouble 
of proving certain facts which in other 
cases would be presumed to exist. 

There is a responsible body of legal 
opinion which holds that Congress 
botched its job, however, and that 
proof that a discrimination was made 
to meet competition will operate as a 
complete defense. I am not inclined to 
agree with this theory, even though 
the absence of such a ground of de- 
fense raises serious questions as to the 
constitutionality of the Act. In any 
event, I should not advise anyone to 
rely too strongly on the thought that 
they can do anything so long as they 
are merely meeting competition. For, 
if Mr. Heinz were to sell to chain 
stores at discriminatory prices and his 
competitors were to do likewise, Mr. 
Heinz could claim that he was merely 
meeting competition and his competi- 
tors could claim that they were merely 
meeting Mr. Heinz’s competition, with 





the result that the two wrongs would 
cancel each other and make a right, 
and the practice could continue in- 
definitely with no power in the Com- 
mission to halt it. 


BRISTLES WITH IMPOSSIBLE 
PROBLEMS 


There is another accounting problem 
arising under the act. It is generally, 
though not universally, admitted that 
so-called functional differentials are 
permitted. For example, one can sell 
to a wholesaler at a lower price than 
to a retailer. The reason for this is that 
the act prohibits only such discrimina- 
tions as may have an adverse effect on 
competition, and the wholesaler is not 
ordinarily in competition with the re- 
tailer. However, suppose that a whole- 
saler is also a retailer. Can he still re- 
ceive the wholesale price? In his func- 
tion as a wholesaler he is undoubtedly 
entitled to it, otherwise he will be put 
at a disadvantage in his competition 
with other wholesalers, and you would 
doubtless be violating the law in sell- 
ing to his competitors at a lower price 
than you sold to him. But, on the other 
hand, if he gets the wholesale price 
on all of his purchases, he is given a 
competitive advantage over his retail 
competitors and, if you are also selling 
direct to these retailers, you may be 
violating the act by putting them at a 
disadvantage in their competition with 
the combination wholesaler-retailer. 

The logical solution would seem to 
be that the combination wholesaler- 
retailer must be given the wholesale 
price on that portion of the product 
which he sells at wholesale and the 
retail price on that portion which he 
distributes at retail—or that he be 
given some intermediate price which 
reaches the same result. And here, you 
see, is where the accountant comes in, 
because you will have to tell the Sales 
Department just what price they can 
give each of these combination whole- 
salers and retailers from an examina- 
tion of the books of each of them. 
Or perhaps you will be required to 
go even further and from examining 
the past history of each you will be 
asked to make an exact prophecy of 
what portion of each particular order 
will be sold at wholesale and what por- 

















tion at retail. The act bristles with im- 
possible problems like this, and it is 
fairly certain that it will have to be 
either amended or else interpreted by 
rough rules of thumb which reach only 
approximately reasonable results, where 
theoretically mathematical certainties 
would be called for if literal interpre- 
tations were used. 


REASONABLE ANSWER May Pass 
CourRTSs 

Here is still another headache for 
you. The act expressly prohibits paying 
for services or facilities furnished by 
customers or the furnishing of any 
services or facilities to customers unless 
all purchasers are afforded similar op- 
portunities on proportionally equal 
terms. This is directed at advertising 
allowances, furnishing show cases, 
demonstrators, and the like. Your 
problem comes in in determining what 
is a proportionally equal allowance. 
The chief difficulty from a legal point 
of view arises as to whether the phrase 
is to be interpreted from the point of 
view of the seller or from the point of 
view of the buyer. Proportionally equal 
in value to the seller may mean one 
thing, but to the buyer something quite 
different. If a demonstrator is put in a 
big store for a week, should one be 
put in a very small store for five 
minutes? If advertising allowances are 
granted, should they be measured 
strictly by the volume of sales made by 
the respective customers or by the 
value of the advertising to the seller? 
In small stores in small towns, the 
value of an advertisement to the seller 
may be very much less than in a larger 
city, and its value again may depend on 
the type of customer reached. If a 
window display is furnished to a cus- 
tomer with four windows, should a 
window display of one-half that size 
be furnished to a customer with two 
windows, or should the size of the dis- 
play be determined by the size of the 
window in which it is placed or by the 
location of the store or by the dollar 
value of sales of the store? About all 
that can be said about these problems 
is that very likely any reasonable an- 
swer will pass the courts. It will be 
only in the rare case in which one pur- 
chaser is obviously favored at the ex- 
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pense of others that the Commission 
will have amy success in enforcing 
these clauses. 

The foregoing are some of the ac- 
counting problems which will arise un- 
der this act. Legal problems probably 
will be even more numerous than ac- 
counting problems. I shall not here to- 
night discuss many of the questions 
which have been already raised by the 
law-writers. There are two, however, 
which I think should be mentioned 
because, to my mind, they go a long 
way towards making the act very much 
less important than has generally been 


supposed. 


Prices May DIFFER WITH 
IMPUNITY 


In the first place, a price differential 
is illegal only if competition is injured. 
This means that when your customers 
are not in competition you can give a 
differential price with impunity. If you 
sell coal to a public utility and also to 
an automobile company, it is clear that 
your prices may differ. The automobile 
manufacturer is not in competition 
with the utility and no competition is 
injured by the difference in prices. Of 
course, you can go still further. Since 
utilities are not ordinarily in competi- 
tion with each other, you can sell coal 
at one price to Consolidated Edison 
Company of New York and at another 
price to the Public Service Company 
of New Jersey. I believe the doctrine 
extends a good deal further still. If 
we were selling paper clips and sold 
them to the Pittsburgh Coal Company 
at one price and to the Hillman Coal 
& Coke Company at another price, we 
would have a clear case of sales to 
competitors. But paper clips are such 
a small part of the cost of doing busi- 
ness for either of these concerns that I 
do not believe it conceivable that a 
court could say that competition be- 
tween them had been injured by this 
differential in the price of paper clips. 

Now we can apply that doctrine on 
a larger scale and it may be somewhat 
difficult to tell just where to draw the 
line. If we sell coal to Ford at one 
price and General Motors at another 
price, I still think that there would 
be no injury to competition among 
them, but the price of coal to these 








77 


companies is probably a somewhat 
more important factor than the price 
of paper clips. Somewhere up the scale 
we come to the price of groceries sold 
to a grocer, which is clearly the very 
heart of his business. Perhaps before 
we get there we might have to draw the 
line at differentials in the price of coke 
sold to competitive foundries or dif- 
ferentials in the price of ore sold to 
steel companies. Just where the line 
should be drawn, we can not be sure. 
But I think, in the main, we can say 
that the act for the greater part will 
apply to companies that do not sell 
directly to the consuming public and 
that sales for consumption will be af- 
fected by the act only in those rare 
cases where the commodity is used or 
consumed in manufacture or process- 
ing for resale and is a very important 
item of the costs of such manufacture 
or processing for resale. 


PERMITS DISCOUNTS FOR QUANTITY 

Again, it is important to note that 
the only criminal provision in the act 
is in the section which was formerly 
the Borah-Van Nuys Bill and that this 
differs radically from the other pro- 
visions of the act. In the first place it 
permits discounts for quantity to the 
same extent as the old Clayton Act. If 
we give that act the construction 
usually accorded it before the decision 
of the Federal Trade Commission in 
the Goodyear case, i.e., that any dif- 
ference in quantity, no matter how 
small, permits any difference in price, 
no matter how large, then the criminal 
section of the Borah-Van Nuys Bill 
should be given the same construction. 
Of course, if the Federal Trade Com- 
mission was correct in its construction 
of the old Clayton Act in the Good- 
year case, then the new criminal sec- 
tion of the Robinson-Patman Act 
would be similarly construed and, in 
my judgment, would prohibit dis- 
counts from price even where they are 
permissible under the other sections of 
the Patman Bill. However, as I have 
said before, I do not believe the Fed- 
eral Trade Commission’s decision in 
the Goodyear case was a sound con- 
struction of the law and I, therefore, 
believe that quantity discounts may 
be given without criminal liability un- 
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der the Robinson-Patman Act, irrespec- 
tive of the quantities involved or the 
amount of discount allowed. 


Price DIFFERENTIALS NOT 
PROHIBITED 

Perhaps even more important to my 
mind is the fact that the criminal sec- 
tion of the Robinson-Patman Act does 
not prohibit price differentials, as such, 
but only discrimination in granting 
discounts, rebates, allowances or adver- 
tising service charges. Although most 
of the commentators have assumed that 
a price differential involves a dis- 
count, I do not believe this to be a 
sound construction of the act. There 
is a general rule of law that criminal 
laws are to be strictly construed. 
Strictly construed, a discount is some- 
thing more than a mere difference in 
price. It is the deduction of something 
from a price or the return of some part 
of the price. If price lists were issued 
which clearly showed different prices 
under different conditions, I do not 
believe that the seller could be con- 
victed of having given a discount to 
one who bought at the lower price 
under the conditions specified in the 
price list. I admit that this is a narrow 
construction of the act, but it seems to 
me that the act calls for this construc- 
tion, and so I do not believe that there 
is any great danger of criminal liability 
from price discrimination under the 
act unless the discrimination is given 
in terms of a discount from the price 
otherwise payable. 


BASES FOR COMPLAINTS ALREADY 
FILED 

I have raised a number of theoretical 
legal questions here tonight. I wish I 
could teil you some answers from the 
courts, but there are no answers as yet. 
The Commission has filed eight or ten 
complaints, most of them against com- 
panies in the cosmetic business, Rich- 
ard Hudnut, Coty, Inc., and so on. 
The complaints are generally similar in 
character, and in the cosmetic com- 
plaints sales are alleged to have been 
made at discounts depending upon the 
volume of purchases, certain advertis- 
ing services are said to have been fur- 
nished to certain customers and not 
made available on proportionally equal 
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terms to others, and bonuses are said 
to have been paid to clerks of certain 
customers for sales made by such 
clerks. This last practice is also alleged, 
in some of the cases, to have consti- 
tuted a violation of the old Federal 
Trade Commission Act. 


COMPLAINTS FILED AGAINST 
OTHER COMPANIES 


Other complaints were brought 
against the Kraft-Phoenix Cheese Com- 
pany and the Shefford Cheese Com- 
pany alleging violations in selling 
cheese under a schedule of prices per- 
mitting discounts for purchases of 
various amounts. Another complaint 
has been brought against Bird Floor 
Covering Sales Corporation and Mont- 
gomery Ward & Company alleging 
that the Bird Company discriminated 
in selling rugs to Montgomery Ward 
& Company at prices substantially less 
than those charged other customers. 
Montgomery Ward & Company is 
charged with knowingly receiving the 
discrimination, which is also a viola- 
tion of the act. The complaint is in- 
teresting from a legal point of view in 
that the contract under which the sales 
were made was entered into shortly 
before the act was passed and there is 
some question as to whether the act 
can be applied to pre-existing con- 
tracts. I believe the only other com- 
plaint is against the United States 
Quarry Tile. Company, which is 
charged with granting a 15 per cent. 
discount to certain so-called whole- 
salers, who, it is charged, are in fact 
in many instances acting as retailers. 
The complaint probably raises the 
question discussed earlier as to the 
status of concerns that are both whole- 
salers and retailers. No decisions on 
any of the complaints have been ren- 
dered by the Commission and the an- 
swers of the respondents, which are, 
in the main, in general terms, do not 
really disclose the line of defense 
which will be relied upon, except that 
they all question the constitutionality 
of the act. In the main, however, they 
insist that the differentials were not, 
in fact, discriminatory and were justi- 
fied by differences in the cost of manu- 
facture, sale or delivery, but just 
whether the answers in this respect 


can be proved and by what manner of 
proof remains an open question. 


ONE OF BoGry MEN OF OuR AGE 

In concluding, I wish I could ven- 
ture to prophecy with any feeling of 
certainty the future place of the Rob- 
inson-Patman Act in history. The 
speculations of the law-writers and 
economists and the few complaints 
issued by the Commission do not, how- 
ever, give us any fair basis for cer- 
tainty. I have already given some legal 
reasons for believing that the act might 
not be as important as has been gen- 
erally assumed. That is not to say, how- 
ever, that the act will be entirely with- 
out effects. Certainly there will be a 
vast amount of litigation under it, and 
I believe that it will come in time to 
have a place alongside the other great 
historic anti-trust acts. Some sales 
practices will be changed as a result of 
it, and it will be one of the bogey men 
of our age and used as a threat by 
lawyers, competitors and the Govern- 
ment in all sorts of situations. But I 
do not believe that it will revolutionize 
business as has been hoped and feared 
in some quarters, and I certainly do 
not believe that it will have any large 
effect in checking the growth of chains 
and other forms of large corporate en- 
terprise. In my judgment much more 
drastic legislation than this will have 
to be devised if the little business 
school is to make headway in over- 
coming by artificial legislative methods 
what seems to be the natural tendency 
of big corporations to grow bigger. It 
may be that the American people will 
some day make the effort to reverse 
that tendency. But it will take some- 
thing much more fundamental and 
far-reaching than a regulation of one 
phase of business practices designed 
primarily to meet the problems of the 
corner grocery man. 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. A 
committee will be formed early in the 
spring to begin making plans for the 
program. Each year this meeting grows 
more valuable and interesting. 

















Provision for Confidential Treatment 


of Gross Sales Withdrawn 


Securities and Exchange Commission Issues Rulings Amending Two Forms 
and Instruction Book for Form A-2—New Rules Become Effective March 
15—Information Concerning Gross Sales and Cost of Sales Must Be Given. 


Amendments effective March 15, 
1937, to Form A-1, to Form E-1, and 
to the instruction book for Form A-2, 
were announced by the Securities and 
Exchange Commission on February 26. 
The amendments take away the exemp- 
tion from the requirement as to filing 
information concerning gross sales and 
cost of goods sold. 

The amendment to Form A-1 te- 
peals instructions previously in force 
which, under certain circumstances, 
permitted registrants to omit informa- 
tion concerning gross sales and cost 
of goods sold. Form A-1 formerly au- 
thorized the omission of such informa- 
tion if it was stated by the registrant 
that its business would be injured by 
disclosure. The effect of the amend- 
ment is to require disclosure of such 
information whenever an issuer pro- 
poses to make an offering of securities 
which is required to be registered 
under the Securities Act of 1933. 

The ruling of the Commission 
“hereby amends Item 55 of Form A-1 
by striking therefrom Note 1 and the 
references thereto appearing under the 
captions ‘Gross Sales’ and ‘Cost of 
Goods Sold’ in the Profit and Loss 
Statement, which Note 1 reads as fol- 
lows: “These items to be shown ur less 
the business of the issuer would be 
injured thereby, and in which case In- 
structions 1 and 2 would not apply.’ ” 

The amendment of the Instruction 
Book for Form A-2 with respect to 
the filing of information about gross 
sales and cost of goods sold under the 
Securities Act of 1933, repeals instruc- 
tions previously in force which, under 
certain circumstances, permitted regis- 
trants to omit this information. 

The Instruction Book for Form A-2 
formerly allowed the omission of such 
information where corresponding in- 


formation in the latest statements of 
the registrant under the Securities Ex- 
change Act of 1934 had been granted 
confidential treatment by the Commis- 
sion pursuant to Section 24 of that 
Act. 

The effect of the newest amendment 
is to require disclosure of such infor- 
mation whenever an issuer proposes to 
make an offering of securities which 
is required to be registered under the 
Securities Act of 1933. 

The text of the Commission’s action 
recites that, ‘In the Instructions as to 
Financial Statements in the Instruction 
Book for Form A-2, there is stricken 
the third paragraph under the heading 
‘Profit and Loss Statement,’ which 
paragraph reads as follows: 

“The information required by 1.A. 
and 2.A., below, may be omitted from 
the statements of any person furnished 
hereunder, where corresponding in- 
formation in the latest statements of 
such person filed pursuant to the Secu- 
rities Exchange Act of 1934, as 
amended, has been granted confidential 
treatment by the Commission pursuant 
to Section 24 of said Act.’”’ 

The amendment of Form E-1 with 
respect to the filing of information 
about gross sales and cost of goods 
sold under the Securities Act of 1933, 
repeals instructions previously in force 
which, under certain circumstances, 
permitted registrants to omit this in- 
formation. Form E-1 formerly au- 
thorized the omission of such informa- 
tion if it was stated by the registrant 
that its business would be injured by 
disclosure. The effect of the amend- 
ment is to require disclosure of such 
information whenever an issuer pro- 
poses to make an offering of securities 
which is required to be registered 
under the Securities Act of 1933. 


The text of the Commission’s rul- 
ing ‘hereby amends Form E-1 by strik- 
ing Note 1 to Financial Statement 
Form No. 2 and the references thereto 
appearing under the captions ‘Gross 
Sales’ and ‘Cost of Goods Sold’ in such 
Financial Statement Form No. 2, which 
Note 1 reads as follows: 

“ “These items to be shown unless 
the business of the person whose state- 
ment is furnished would be injured 
thereby, in which case Instruction 1 
and 2 would not apply. If these items 
are omitted, there shall be submitted a 
statement, supplemental to the audi- 
tor’s report, explaining fully the rea- 
sons for such omissions.” 


PROBLEMS IN SOCIAL 
SECURITY REPORTING 


Mr. Christian E. Jarchow, controller 
of the International Harvester Com- 
pany and a member of The Control- 
lers Institute of America, presented a 
paper at a joint meeting of the Ameri- 
can Statistical Association and the 
American Association for Labor Legis- 
lation in Chicago on December 28, 
1936. The paper was entitled “The 
Employer's Problem in Social Security 
Reporting.” 

Mr. Jarchow recounts that his com- 
pany appointed a special interdepart- 
mental committee, made up of repre- 
sentatives of the law, manufacturing, 
industrial relations, sales, statistical and 
accounting departments. This com- 
mittee considers all Federal and State 
Social Security legislation which af- 
fects the company and its affiliates and 
develops plans for handling this work. 
Department heads are relieved so far 
as possible of these matters, except on 
questions of policy and final approval 
of instructions. 





What Are “Accepted” Accounting 
Principles, Attorney Asks 


If an Accounting Practice Is Permitted by Many Regulatory Authorities and Up- 
held in Some Instances by Public Accountants, Is Securities Commission Justified 
in Requiring Statement to Contrary by Prospective Registrant?—Instance Cited. 


bars corporation lawyer who sub- 
mitted the problem given below 
asked that his name be withheld, as 
well as that of the corporation invol ved. 
It was desired, however, that this re- 
markable development be placed before 
controllers, for discussion, and as an 
indication of the manner in which this 
particular set of circumstances was han- 
dled by the accounting authorities of 
the Securities and Exchange Commis- 
sion. 

Comments are invited, in order that 
more light on these practices may be had. 

It is not a new circumstance that 
different government commissions 
make conflicting rulings on a given 
point. There seems to be no court of 
last resort in matters such as these, 
aside from the court of public opinion. 
In the final analysis it would seem that 
the interests to be served include those 
of current stockholders as well as those 
of the public—of prospective stock- 
holders. 

A complete statement of the circum- 
Stances surrounding a particular trans- 
action, which would throw light on 
all the facts on which the accounting 
handling was based, would seem to 
be in order, especially if a public ac- 
countant were required to certify that 
the accounting practice which was fol- 
lowed was “contrary to accepted ac- 
counting principles.’ Are no excep- 
tions to be permitted? 

Perhaps the Securities and Exchange 
Commission would welcome expres- 
sions of opinion from controllers and 
others. The Commission has been do- 
ing a difficult work in a manner ac- 
ceptable generally to the business pub- 
lic. The difficulty of its task is apprect- 
ated.|This seems to be a case in which 
“accepted accounting principles” might 
be freely construed. —THE EpIiTor. 


In a recent case a demand has been 
made by the accounting organization of 
the Securities and Exchange Commis- 
sion that the certificate of the inde- 
pendent certified public accountant, at- 
tached to a registration statement, 
should contain a statement that certain 
accounting practices followed by the 
company are contrary to generally ac- 
cepted accounting principles. 

Although it was felt by the regis- 
trant that the particular circumstances 
in the case in question justified the 
accounting practice which was fol- 
lowed, objection was raised at the 
Securities and Exchange Commission 
to including any reference to the ex- 
ceptional circumstances in the account- 
ant’s certificate. Inasmuch as the writer 
believes that there are few, if any, ac- 
counting principles of such universal 
application that their rigid enforce- 
ment in all cases will not produce un- 
desirable results in some instances, it 
is felt that perhaps a discussion of the 
problem by controllers might be helpful. 

The personnel at the Securities and 
Exchange Commission insisted that 
the writing off of a balance of un- 
amortized debt discount from Paid-In 
Capital should be characterized by the 
independent certified public accountant 
as contrary to generally accepted ac- 
counting principles, and this was in a 
case where there was identity of equity 
security holders and debt security 
holders in exactly the same proportion. 

The effect of universally preventing 
the use of Paid-In Capital to write off 
unamortized debt discount can best be 
illustrated by taking one or two ex- 
treme examples, for the propriety of 
any rule which is sought to be applied 
universally can best be tested by the 
use of extreme examples so that the 
effect can be clearly seen. 


First EXAMPLE 


The first example is that of a cor- 
poration having but two stockholders, 
who also own $1,000,000 principal 
amount of the corporation’s bonds. An- 
other $1,000,000 principal amount of 
the corporation’s bonds are held by 
persons having no interest in the equity 
of the corporation. The corporation is 
in financial difficulty, and the two 
stockholders determine to donate to 
their company for cancellation the 
$1,000,000 of bonds which they own. 
This $1,000,000 of bonds was one- 
half of an issue of $2,000,000 which 
was originally sold at 80, and 5 points 
of the discount have already been 
amortized through annual charges to 
earnings. That leaves $150,000 of un- 
amortized debt discount applicable to 
the $1,000,000 of bonds given up by 
the two stockholders. 

The question is, how should an ac- 
countant treat this transaction on the 
books of the company, assuming that 
there is no earned surplus? Although 
the two stockholders intend to give up 
the entire $1,000,000 of indebtedness 
owed them by their company, would 
it be proper accounting practice to use 
$150,000 of Capital Surplus to write 
off the remaining unamortized debt 
discount on the bonds so cancelled? In 
other words, is there any reason why 
the two stockholders should be for- 
bidden to donate to their company the 
full principal amount of the bonds 
they turn in for cancellation, crediting 
that amount to Capital Surplus, and 
writing off against that account the 
$150,000 of unamortized debt dis- 
count on the bonds cancelled ? Or does 
good accounting insist that a $150,000 
deficit in the earned surplus account 
must result from the transaction. 





























Burroughs 






SAVES TIME AND MONEY 


in compiling figures required by the 


SOCIAL SECURITY ACT 


I oTHE PAYROLL 


The complete payroll and check register in one unit shows the 
gross pay, all deductions, and net pay for all employees. Sepa- 
rate totals for all columns accumulate automatically. 


EARNINGS RECORD 


Complete individual progressive record for each employee shows 
time worked, gross earnings, deductions, and net pay for any 
and all periods. Provides information needed for old age benefits, 
unemployment insurance, and income tax reports. 


EMPLOYEE’S STATEMENT 


This receipt for deductions, which the law requires be given to 
each employee at each pay period, also shows the individual’s 
gross earnings, all deductions, and net pay. It can be retained 
permanently by the employee. 
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PAY CHECK or pay envelope 


Since the check or pay envelope is written with the three above 
records, the amount is in perfect accord with these records. 
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THIS To meet today’s payroll accounting needs with a 
FOLDER minimum of work and at low cost, Burroughs 
WILL HELP provides new machines, new features, new develop- 
you! ments for writing the records described above. 





Concerns—large and small—in all lines of 
business—are benefiting by the speed, ease and 
economy with which one or several of these new 
Burroughs machines completely handle all 
payroll records. Investigate. For quick action, 
telephone your local Burroughs office or, if more 
convenient, mail the coupon or wire direct today. 


BURROUGHS ADDING MACHINE COMPANY 
8001 Second Boulevard, Detroit, Michigan 
Send me the new folder ‘‘Modern Payroll 
Methods’’—which includes illustrations of forms 
for compiling figures required by the Federal 
Social Security Act. 
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thereby making it impossible in some 
states to pay dividends on the capital 
stock until that $150,000 deficit has 
been fully made up? 


SECOND EXAMPLE 


The second example is that of a 
corporation which has’ outstanding 
$1,000,000 of bonds and $1,000,000 
of capital stock. The bonds were sold 
for $800,000 and the stock for 
$1,000,000. The proceeds from the 
bonds were invested in real estate 
mortgages at par, as was $250,000 of 
the proceeds from the sale of the 
stock. The balance of $750,000 from 
the sale of the stock was invested in a 
security at 11. By the time that secur- 
ity had risen on the market from 11 to 
44 the real estate mortgages have be- 
come due, and the mortgagor has de- 
cided to pay them off through refinanc- 
ing. They are paid off and the stock- 
holders decide to call the bonds at their 
call price of 105, leaving them a port- 
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folio with a current market value of 
$3,000,000 and no bonded indebted- 
ness. This plan is carried through. 

As in the previous example, 5 points 
of the bond discount have already 
been amortized, leaving $150,000 to be 
amortized, but in this case $50,000 ad- 
ditional was paid because the call 
price was 105. In this instance there 
is no debt left and the question is 
what to do with the $150,000 remain- 
ing of unamortized debt discount and 
the extra $50,000 paid to the call 
price, assuming that there is no 
Earned Surplus because the company 
has distributed its earnings due to 
compulsion of the undistributed earn- 
ings tax. 

Would it be improper to charge 
Capital Surplus with these two items ? 
If they can not be charged against 
Capital Surplus it might be necessary 
in some states to make up $200,000 
out of earnings before any dividend 
distributions could be made in the 
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future, and failure to distribute in the 
meantime might make the company 
liable to pay the tax on undistributed 
earnings. 

It should also be pointed out that 
under the Interstate Commerce Com- 
mission’s Uniform System of Accounts 
for Steam Railroads it is provided that 
“The accounting company may, at its 
option, charge to profit and loss ac- 
count No. 617, ‘Debt discount ex- 
tinguished through surplus,’ all or any 
portion of the discount and expense on 
funded debt remaining at any time un- 
extinguished.” 

Inasmuch as that Commission’s Uni- 
form System of Accounts recognizes 
but one kind of surplus, which in- 
cludes credit balances from income ac- 
counts, donations made by individuals 
or companies in connection with the 
construction of new lines, and other 
items, the railroad company is not 
limited to charging off any remaining 

(Please turn to page 91) 
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ELECTRIC REKORDESK: Housing from 
5000 to 15000 vertical ledger cards and 
guides. 

LEDGER TRAY SAFES: To protect 
records being posted. 

RECEDING DOOR SAFES: Special in- 
terior equipment. Save 1% floor space. 


FILING VAULTS: Any size. 


DIEBOLD 


PROTECTION ENGINEERS 


%* Diebold Engineers are today working shoulder to 
shoulder with those men who are responsible for 
the safe housing of payroll records. In industrial 
plants and commercial offices, Diebold men are 
solving the record protection problem with equip- 
ment that also makes these records instantly avail- 
able for reference. Regardless of the size, number 
or duplicate forms you use, we can provide the cor- 
rect filing equipment for these records. It does not 
make any difference whether you need a single 
portable or stationary unit or an entire new vault. 
Our business is record protection. We may have 
the exact answer to your needs completely solved 
now from our many contacts as Protection Head- 
quarters for all types of record and cash protection 
devices. Write us regarding your needs. 


SAFE & LOCK COMPANY 


MAIN OFFICE, CANTON, OHIO 
FOR OVER SEVENTY-EIGHT YEARS 








wn 














COMPLETE 





facts and figures at one spot with Postindex 


@ Four Sides Avail- 
able for Writing. 
i @ Cards mend In- 3 


serted. 
@ Rapid Posting. 





Drawer Cabinet, Model 8, 
available with 6, 7, 12, 13, 19 
or 20 drawers. 


Rapid Stack, Model 1, avail- 
able in units up to 15 panels. 
Panels instantly removable. 














Swinging Panel File, Model 
3-B, open and in use showing 
reference strips on panels. 











Flat Book, Model 5, available 
in cabinets for unit groups of 
5, 10, 15 and 20 Flat Books. 











@ Compactness of Postindex makes complete 
figures for every business operation available at 
one spot. 


Postindex cards have four sides to write on. 
So much more information can be put on each 
card than with ordinary forms that auxiliary rec- 
ords are usually unnecessary. Time lost in check- 
ing and refiling auxiliary systems is saved. 


Time and money is saved by up-to-date rec- 
ords. Postindex makes every card not only visi- 
ble, but it lies flat for rapid posting. Changes 
and additions may be made quickly without 
bother or fuss. 


All four Postindex cabinet styles (shown at 
bottom, left) permit posting without removing 
cards. 


The ease with which the drawer may be re- 
moved in the Model 8 Cabinet, and panels taken 
out in Model 1, Rapid Stack, and Model 3-B, 
Swinging File, permit the work to be split up 
between a number of clerks. The handy Desk 
Flat Book, Model 5-A (shown at left) readily 
may be taken from its cabinet and carried closed 
to the actual field of use where complete record 


data is instantly available. 


Write us for catalog and more complete in- 
formation. Ask for sample forms illustrating 
handling of any record problem. 


POSTINDEX DIVISION 


ART METAL CONSTRUCTION CO. 
JAMESTOWN, NEW YORK 







Proposed Changes in Pennsylvania Law 
for Assessing and Collecting Taxes 


HE paper that follows was pre- 

sented before the Philadelphia 
Control of THE CONTROLLERS INSTI- 
TUTE OF AMERICA on January 25, 
1937, by Mr. I. H. KREKSTEIN, Di- 
rector of Corporation Taxes, Depart- 
ment of Revenue, Commonwealth of 
Pennsylvania. —THE EpITor. 


To appreciate the importance of 
taxation in Pennsylvania at present, it 
is interesting to observe that the esti- 
mate of the collections of taxes in the 
biennium beginning June 1, 1935 and 
ending May 31, 1937 totals $335,- 
725,000, or approximately $167,862,- 
500 per year. This represents almost 
double the collections for the preced- 
ing biennium. 

It is also interesting to observe that 
this total is composed of revenues 
from approximately forty types of 
taxes. I would not attempt this eve- 
ning to discuss all of these taxes but 
will confine myself to certain fea- 
tures pertaining to those taxes which I 
believe will interest you, as controllers. 

In making my selection I am led 
to feel that you deal more with cor- 
poration taxes than any other type. 
Taxes which corporations pay, how- 
ever, also cover more types than I 
could possibly cover during my limited 
time. I might add that of the total 
of $335,725,000, which the State ex- 
pects to collect during the present 
biennium, approximately $172,000,000 
consists of what are commonly known 
as corporation taxes. Therefore it is 
my belief that if I confine myself to 
revenue bills introduced or which are 
about to be introduced in the General 
Assembly, which is at present in Ses- 
sion, my subject will be of current 
interest. Up to the present the Depart- 
ment of Revenue has been concerned 
primarily with legislation which we 
term “‘corrective.’” By that I mean the 
amendment to or the repeal of existing 
acts, so as to provide a more uniform 
system of taxation and collection. 

House Bill No. 92 is the first meas- 


ure introduced to date. This proposed 
act is an amendment to the fiscal code 
of 1929, as amended, and deals ex- 
clusively with the settlement and col- 
lection of corporation taxes. I believe 
that this bill is important enough to 
you to take the time to go over each 
proposed change in the code: 


TIME OF FILING REPORTS 


All corporations will be required to 
file their capital stock, franchise tax 
and foreign bonus reports on the same 
fiscal or calendar year basis on which 
they file their federal income and ex- 
cess profits tax reports. Under the ex- 
isting act, all corporations must file 
these reports on a calendar year basis 
unless permission is obtained from the 
Department of Revenue to file on a 
fiscal year basis. As a result of this 
provision, many corporations which are 
not thoroughly familiar with the act 
neglected to obtain permission to file 
reports on a fiscal year basis and have 
been filing on a calendar year basis, 
even though they file their Federal re- 
port on a fiscal year basis. 

There was no need to correct this 
condition until after the passage of the 
Corporate Net Income Tax Act of 
May 16, 1935, which required cor- 
porations to file corporate net income 
tax reports on the same basis as their 
federal income and excess profits tax 
reports. This resulted in a difference 
in filing dates as between capital stock, 
franchise tax and foreign bonus re- 
ports, with corporate net income tax 
reports in those cases where corpora- 
tions were filing their Federal reports 
on a fiscal year basis and had not ob- 
tained permission from the Depart- 
ment of Revenue to file on a similar 
basis. This amendment to Section 702 
of the code will, I believe, correct this 
inconsistency. 

II 
OuT OF STATE LOAN ASSOCIATIONS 


House Bill 92 also extends the pro- 
visions of Section 718 of the fiscal 


code of 1929 to include building and 
loan associations formed under the 
laws of other states or formed under 
the laws of the United States, in the 
provisions of the act of June 22, 1897 
requiring building and loan associa- 
tions to pay a tax at the prevailing 
rate on full paid, prepaid, and fully 
matured stock. 

Under the present act only domestic 
building and loan associations come 
within the purview of the Statute. 


III 
COMMONWEALTH Has LIEN 

The amendment proposes in the 
case of sales under the bulk sales act 
that the Commonwealth of Pennsyl- 
vania shall have a lien for corporation 
taxes even though settlement has not 
been made. The purchaser will assume 
the responsibility for seeing that not 
only all taxes have been paid by the 
corporation from which he purchases 
the property, as a result of settlements 
to date made by the Department of 
Revenue, but will also be required to 
see that all reports are filed to date of 
sale, the accounts settled, and those 
taxes are paid in addition to any others. 


IV 
NOTICE OF SALES 

It is also provided that the sheriffs 
in all of the Counties in Pennsylvania, 
receivers, trustees, assignees, masters 
and other officers shall give notice of 
all sales at least ten days prior to the 
date of the sale. This will provide the 
department with sufficient time within 
which to file claims for taxes, before a 
judicial sale is completed. 


Vv 


Not Necessary To PROTEST 
PAYMENT 
At present a corporation cannot file 
a petition for resettlement of corpora- 
tion taxes with the Department of 
Revenue, nor a petition for review with 
the Board of Finance and Revenue. 



































Two New Accounting Books 


related to the American Institute of Accountants Bulletin 


“Examination of Financtal Statements” 





FINANCIAL AUDITS 


By D. L. TROUANT 


ELABORATES the suggested audit procedures 
outlined in the Institute bulletin. Describes at 
length the nature and purpose of financial 
statements and the functions and responsibili- 
ties of the public accountant. 


250 pages 


Cloth bound 


S.E.C. requirements and those of other reg- 
ulatory bodies are given consideration. The 
importance of internal check and control, and 
their relationship to the independent audit, 
are fully discussed. 


Price $2.50 


(NOW AVAILABLE) 





AUDIT WORKING PAPERS 


Their Function, Preparation and Content 
By MAURICE E. PELOUBET 


EXPLAINS in detail, with abundant illustrative 
forms based on schedules actually in use, the 
working papers which will most effectively 
set forth data developed by the audit pro- 
cedures in the bulletin EXAMINATION OF FI- 
NANCIAL STATEMENTS. Reflects modern prac- 
tice in every particular. 


Approximately 330 pages 


Cloth bound 


Shows how one set of working papers may 
serve various purposes, including reports to 
S.E.C. and income-tax returns. Problems of 
consolidation receive particular attention. 


This book succeeds J. Hugh Jackson’s work 
on the same subject, now out of print. 


Price $4.00 


(PUBLICATION DATE ABOUT APRIL 1, 1937) 
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nor take an appeal to the Dauphin 
County Court after the taxes have been 
paid, unless the payment was made 
under protest in accordance with Sec- 
tion 1108 or 1109 of the fiscal code 
of 1929. 

Many corporations not familiar with 
this provision of the code have found 
that their only remedy, if the taxes 
were paid, was to file a petition for 
refund with the Board of Finance and 
Revenue, from which there is no right 
of appeal. House Bill 92 proposes to 
change this provision in conjunction 
with a change in the method of settle- 
ment and collection of corporation 
taxes. I will discuss this change later, 
but at this time merely state that the 
proposed amendment will make it un- 
necessary to make payment under pro- 
test in order to retain the right to file 
petitions for resettlement or review, or 
the taking of an appeal to the Dauphin 
County Court. 


VI 
TIME FOR REOPENING EXTENDED 

Section 1105 of the fiscal code now 
provides that within one year after 
the date of any settlement or resettle- 
ment the department may, by petition, 
request the Board of Finance and 
Revenue to authorize a resettlement 
where it appears that the settlement or 
resettlement was erroneously or ille- 
gally made, and that the Board of 
Finance and Revenue may grant such 
request and permit a resettlement to be 
made. 

House Bill 92 changes this section 
and extends the period from one to 
two years and removes the condition 
that the settlement or resettlement was 
“erroneously or illegally made.” 

You might be curious to know why 
it is necessary to liberalize this section 
and I believe that it would be ap- 
propriate at this time for me to elabo- 
rate on this subject. 

At the 1935 regular session of the 
Legislature the appropriation to the 
Department of Revenue was increased 
for the purpose of expanding the in- 
vestigational activities of the Bureau of 
Corporation Taxes. Prior to that time 
the investigation unit consisted of only 
a few examiners whose time was de- 
voted principally to investigations in 


The Controller, March, 1937 


cases in which petitions for resettle- 
ment were filed. No systematic proce- 
dure was in use for investigating the 
reports of foreign and domestic cor- 
porations. Due to the limited person- 
nel in this investigation unit it was 
necessary to accept in practically all 
cases the information contained in the 
reports filed with the department ex- 
cept where additional information 
could be obtained as a result of corre- 
spondence and conferences. It is rea- 
sonable to expect that under such con- 
ditions corporations would, after a 
period of time, become careless in the 
manner in which they prepared their 
reports. The Department of Revenue 
recommended that funds be provided 
for the organization of an investiga- 
tion unit so as to be able to make field 
investigations in all cases when neces- 
saty. 

The investigation unit has been re- 
organized; competent men have been 
appointed to positions as examiners, 
and we now have statistics in our 
possession showing the result of their 
work. It was found that in approxi- 
mately thirty per cent. of the cases in 
which investigations were made, it was 
possible to make additional assess- 
ments. These additional assessments 
for the year ended October 31, 1936 
aggregated in excess of $2,500,000. 

It is possible that these assessments 
would have been far greater if the De- 
partment of Revenue had not been 
limited to a period of one year from 
the date of settlement or resettlement 
within which to resettle an account. 

In many of these cases the differ- 
ences found were not intentionally mis- 
represented by the corporations filing 
reports. Much of the improper in- 
formation resulted from lack of knowl- 
edge of the tax laws of the Common- 
wealth of Pennsylvania and procedure 
in the Department of Revenue. The 
fact, however, cannot be overlooked 
that the Commonwealth of Pennsyl- 
vania has been deprived of consider- 
able sums of revenue by its failure 
adequately to investigate the reports 
filed by corporations doing business in 
this state. After an investigation is 
made and the officers of a corporation 
are notified that the reports filed with 
the Department of Revenue were im- 


properly prepared, it is very rare that 
the same error is committed in the 
future. 

The proposed change in Section 
1105 increasing the period of limita- 
tion from one to two years will afford 
an opportunity to the Department of 
Revenue to investigate every report 
filed by a corporation, if necessary. 
This procedure has proved effective 
with the Federal Government and 
there is no reason why Pennsylvania 
cannot benefit by its example. 


VII 
Pay TAx WHEN FILING REPORT 


To my mind the most important 
provision in House Bill 92 deals with 
those sections of the code concerning 
the method of settling and collecting 
corporation taxes. 

As the act now reads, practically all 
corporation taxes are not due until 
sixty days after the report is settled by 
the Department of Revenue; ap- 
proved by the Department of the 
Auditor General, and a certified copy 
of settlement mailed to the corpora- 
tion. This system of settlement and 
collection of taxes has been in use by 
the Commonwealth, I believe, ever 
since it has been collecting taxes from 
corporations. No doubt at the time the 
system was devised it met all condi- 
tions then prevalent. The number of 
corporations reporting was compata- 
tively small and the amount of reve- 
nues collected was much less than we 
are collecting at present. The fiscal 
officers were not confronted with an 
unemployment relief problem, and it 
was probably much easier to prepare a 
balanced budget. 

It is reasonable to assume that no 
private corporation could succeed in 
its business if it mailed invoices for 
the merchandise it sold or for the 
services it rendered many months after 
the merchandise was delivered or the 
services were performed, and then not 
be able to enforce collection until sixty 
days had elapsed. In order to continue 
in business, it would no doubt expect 
the same treatment from its creditors 
and from its employees. 

This is practically the position of 
the Commonwealth of Pennsylvania 
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with its present system of corporation 
tax settlement and collection. All cal- 
endar year reports are due on March 
15 of each year at which time more 
than 100,000 reports of various de- 
scriptions are expected. No taxes how- 
ever can be collected until the depart- 
ment has reviewed all these reports; 
made settlements; obtained the ap- 
proval of the Auditor General’s De- 
partment; mailed certified copies of 
the settlements, and then waits sixty 
days for payment. 

It is apparent that it is physically 
impossible to make all of these tax 
settlements in a month, two months, 
or even six months. In many compli- 
cated cases, where additional informa- 
tion is required, it might take a year to 
complete a settlement. This time is not 
consumed in working on one report, 
but most of the time is consumed by 
the taxing officers in the settlement of 
reports that reach them first. It is not 
as simple to settle a report as to write 
an invoice. 

Taxing Officers are specialists in 
their field and settlements can not be 
made by temporary help. The depart- 
ment must provide full time employ- 
ment for its taxing officers and, there- 
fore, they are expected to make settle- 
ments throughout the year as there are 
no other duties which they can per- 
form. Consequently our staff of taxing 
officers must be so limited that they 
will have full employment at all times. 

If tax reports would be assigned to 
taxing officers in alphabetical order it 
is reasonable to expect that those cor- 
porations starting with the letter “A” 
would get their settlements in the early 
part of the year and those corporations 
whose title started with the letter “Z’’ 
would receive their settlements at the 
end of the year. This causes anything 
but uniformity in the payment of 
taxes. 

In the preparation of a budget it is 
extremely difficult to estimate when 
revenues can be expected unless pay- 
ments are due on a specific date. The 
Commonwealth of Pennsylvania ap- 
propriates each biennium approxi- 
mately the same amount that it ex- 
pects to receive in revenues. The 
appropriation, however, must be met 
on specific dates, but if revenues can- 


The Controller, March, 1937 


not be expected on specific dates, it is 
needless for me to elaborate further to 
you men who are comptrollers of cor- 
porations, to explain what confusion 
might result. 

House Bill 92 proposes to require 
corporations filing on a calendar year 
basis to pay their taxes on March 15 
when their corporation tax reports are 
due. This system of tax collection is 
not new as all corporations that file 
reports in Pennsylvania also file fed- 
eral reports. When a corporation files 
its federal report it sets forth its in- 
come from which it deducts allowable 
expenses and shows net taxable in- 
come, and then calculates the amount 
of tax it owes the federal government. 
When it files its report on March 15 
it accompanies it with a remittance for 
the tax, or if it prefers, it may pay 
one quarter of the amount of the tax 
and pay the balance in three install- 
ments, on June 15, September 15, and 
December 15. 

Foreign and domestic corporations 
doing business in Pennsylvania also 
file corporate net income tax reports 
with the Department of Revenue on a 
comparable basis. 

It is true that it might be more dif- 
ficult to appraise the value of capital 
stock than it is to arrive at net income; 
nevertheless we find that the majority 
of the officers of corporations have 
been appraising capital stock of cor- 
porations at an amount acceptable to 
the Department of Revenue. This leads 
me to believe that if corporations are 
required to make payment in accord- 
ance with their capital stock appraisals, 
more care will be exercised, and what 
now looks to be a difficult problem, 
might become more simple with ex- 
perience. 

The bill does not propose any 
change in the method of valuing capital 
stock. The present capital stock tax 
act has been in existence since 1889 
and corporations have the benefit of 
numerous court decisions dealing with 
the valuation of capital stock. It is my 
belief that if the officers of corpora- 
tions will attempt to arrive at a valua- 
tion of stock which from their experi- 
ence and knowledge leads them to be- 
lieve will be acceptable by the De- 
partment of Revenue, there will be 


little to fear in the proposed change in 
the system of settlements and collec- 
tions. 

The act will become effective on the 
date of final enactment and I have 
every reason to believe that the bill 
will be enacted within a week or ten 
days. Instructions are now being pre- 
pared for distribution, and the mailing 
of blanks will not be delayed. A sepa- 
rate computation form will be fur- 
nished, which is to accompany the re- 
mittance and the report on the due 
date. 

Vill 
INTEREST DATE CHANGED 


The interest charges, instead of ac- 
cruing from sixty days after a settle- 
ment is made, accrue from the date 
payment is due which will be at the 
time the report is filed. The bill now 
provides for interest at the rate of 
twelve per cent. However, an effort is 
being made to change the rate to six 
per cent. from the date payment is 
due to sixty days after the settlement 
is made, and twelve per cent. a year 
thereafter. 


OTHER MEASURES 

A bill has been prepared, although it 
has not yet been introduced in the 
House of Representatives, continuing 
the elimination of manufacturing ex- 
emption. 

Likewise a bill has been prepared 
continuing the corporate net income 
tax act. 

In connection with this tax the 
definition of gross receipts has been 
elaborated so as to include dividends 
and interest in the gross receipts frac- 
tion for the purpose of allocation. 

It is also proposed to strike out 
Section 5 in the corporate net income 
tax act and substitute a section provid- 
ing that consolidated reports can be 
filed only by those corporations which 
are permitted to file consolidated re- 
ports with the federal government. 

The proposed amendment also pro- 
vides that it will no longer be neces- 
sary to make payment under protest in 
order to retain the right to prosecute 
a petition for resettlement; a petition 
for review; or an appeal to the court. 
Many corporations unfamiliar with 

(Please turn to page 92) 
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Ideals of Controllers Institute Are 
Restated by President Urquhart 


HE article that follows was writ- 

ten in the form of a letter by 
President P. J. URQUHART of THE 
CONTROLLERS INSTITUTE OF AMER- 
Ica, to the Pittsburgh Control, on the 
occasion of its meeting January 25, 
when Mr. John Haskell, secretary of 
the Committee on Stock List of the 
New York Stock Exchange, addressed 
the Control. Many visitors had been 
invited to that meeting, includiny offi- 
cers of the corporations whose con- 
trollers are members of the Control, 
public accountants, and investment 
bankers. Mr. URQUHART was pre- 
vented by illness from being present, 
and so addressed the members and 
guests by letter. 

The occasion for the letter is self- 
explanatory, the purpose of it being to 
inform the guests as to some of the 
higher ideals of THE CONTROLLERS 
INSTITUTE OF AMERICA. It may be un- 
necessary to recount these ideals to 
members of The Institute, but the let- 
ter is published at the request of many 
of those who heard it read at the meet- 
ing of the Pittsburgh Control, who 
feel that the sentiments expressed by 
Mr. URQUHART might well be re- 
directed to the members of The Insti- 
tute. 

—THE EpITor. 


Your program provides, among other 
things, that I would be called upon 
for a few remarks in my capacity as 
national president of The Controllers 
Institute. As the Pittsburgh Control 
will have as its guests tonight an un- 
usually comprehensive representation 
of business professionals, I would have 
appreciated the opportunity to tell 
them something of the aims, activities 
and purposes of the Controllers Insti- 
tute, as I am often asked questions of 
a character which would indicate that 
our bankers, our lawyers, and even our 
certified public accountants and our 
business executives are not fully in- 
formed as to what The Institute is and 


as to what it is accomplishing or hopes 
to accomplish. 

The primary purpose back of the 
Controllers Institute is undoubtedly to 
define the functions of the controller 
and to improve the fitness of the in- 
dividual to better serve his employer. 
The plan of organization is that mem- 
bership rests in a central national body, 
and that when a sufficient number of 
members reside in a given city or in a 
vicinity which will permit their hold- 
ing group meetings, a local organiza- 
tion is authorized by the national body. 
These local organizations are known as 
“Controls.’”” The national body has an 
annual meeting for the election of di- 
rectors and officers, and at which a 
two-day program of interesting papers 
and conferences is provided. This is 
in the fall of the year. In the spring 
of the year a one-day conference is 
usually held, devoted to some particu- 
lar subject at the moment of impor- 
tance to the work of the controller. 

The local controls hold monthly 
meetings, usually following an evening 
dinner, when a paper is read on some 
subject, followed by a general group 
discussion thereon; or the entire eve- 
ning is devoted to a round-table con- 
ference. 

It may be interesting to our guests 
to know that of the 723 members in 
the Controllers Institute at the begin- 
ing of January, 1937, 657 are repre- 
sented in the membership of twelve 
separate controls and only 66 are what 
might be called ‘“‘members at large.” 


WuarT Is A CONTROLLER? 


Before considering what can be done 
1a iain ie a of the controller 
to better serve his employers it be- 
comes necessary to define the control- 
ler and to know just what his function 
is in an ordinary business set-up. All 
of the various departments of a busi- 
ness have been fairly well defined ex- 
cept the department of the controller, 
and his job appears to involve not only 


—, 


the accounting department but to take 
him into all of the other departments, 
and gives him a relation to all of the 
aspects of the business. Speaking 
generally, the position of the controller 
has not yet been definitely and firmly 














established and defined. In the public 
utility fetd>—and particularly in the 
field of steam railroads, the controller 
has been more definitely recognized as 
a distinct part of the business organi- 
zation that is true in manufacturing oT 
ofher_industrial concerns. 

Our very interesting Pittsburgh 
weekly, The Bulletin Index, when an- 
nouncing a few months ago my elec- 
tion as president of the Controllers 
Institute of America, thought it neces- 
sary to define a controller, and paren- 
thetically stated “The C.P.A.’s of big 
business.” Thus you will see that such 
an authority as The Bulletin Index not 
only misses the point as to what a con- 
troller is, but also does not appear to 
know what a C.P.A. is. 

There are some who have under- 
taken to make the distinction between 
a certified public accountant and a con- 
troller by indicating that the certified 
public accountant is an expert who is 
publicly employed by those needing 
the services of an expert accountant, 
while the controller of a corporation is 
a privately employed expert account- 
ant. It does not require much study 
of the subject, however, to see that 
this is also far short of a true defini- 
tion so far as the controller is con- 
cerned, for a controller oftentimes is 
not, and to properly fulfill his job 
necessarily need not be, an expert ac- 
countant. While a thorough and well 
grounded knowledge of accountancy is 
of importance it is not fundamentally 
essential. 

A lawyer or an engineer, or a man 
who has been ordinarily well trained 
in business, if he has the proper natu- 
ral attributes, can and often does make 
a good controller. A controller in a 
business is more than an accountant. 
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His work leads him into many other 
subjects and he must have a general 
understanding of the details of all of 
the various departments of a business. 
And the records and statistics of all of 
these various parts of the business 
must be of concern to him. The Con- 
trollers Institute is not alone in its ef- 
forts to define the functions of a con- 
troller, for business in general has just 
begun to realize that there is a par- 
ticular field which has been neglected 
or which has been left for each indi- 
vidual department to attend to for it- 
self, but which requires coordination 
in a comprehensive set-up of the busi- 
ness itself. The Metropolitan Life In- 
surance Company as a result of its 
studies issued a series of booklets re- 
cently upon the functions of the var- 
ious departments of a business, and in 
their pamphlet in which they deal 
with the functions of the controller they 
very kindly give credit to the Control- 
lers Institute for valuable help and col- 
laboration in the preparation thereof. 


RESPONSIBILITIES AND AUTHORITIES 
VARY 

Through the various committees of 
our Institute, therefore, we are en- 
deavoring to find out just what a com- 
posite controller will look like and just 
what his job may be. We realize that 
to take any one particular business or 
industry or any one particular concern 
in any given business or industry and 
attempt to apply the composite pattern 
thereto will result in differences and 
inconsistencies, for the responsibilities 
and the authorities of the controller 
vary with every business organization. 
The department of the controller, if 
such a department is separately recog- 
nized at all, has grown up through the 
years under the influence of the pecu- 
liar local conditions and to a great 
extent under the influence of personal 
ideas and thought habits of the man- 
agement officials of the business. By 
having the status of the controller in 
business established even as a com- 
posite gives the individual controller a 
better understanding of his job and 
inspires him to make suggestions and 
to initiate and conduct studies that 
might not otherwise occur to him or to 
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his superiors. One of the first objects 
of the Controllers Institute, therefore, is 
to really find out what a controller is. 

Through the committees of The In- 
stitute we are not only constantly 
making studies along the line sug- 
gested, but we are also endeavoring to 
find out and to determine standards by 
which those general accounting func- 
tions that are existing in all business 
may be gauged. We are endeavoring 
through our Research Council to get 
the answers to many problems that are 
occurring to our members from time 
to time, but all along the general line 
of establishing what we might call the 
theoretical functions of the controller, 
without which being well established 
we feel that the controller cannot give 
the full value that business has the 
right to expect of him. 

Through our Committee on Educa- 
tion we are in constant touch with 
some of the foremost business educa- 
tors in the country, who are glad to 
assist in these studies and to incorpo- 
rate in their courses of study those 
things which will be helpful to the 
future generation in maintaining proper 
business standards. The Schools of 
Business Administration at the Massa- 
chusetts Institute of Technology and at 
Duke_Llniversity_in Durham, North 
Carolina, are cooperating particularly 
in this regard. In each of these schools 
the Institute is represented by profes- 
sors on the faculty holding associate 
memberships in The Institute. 








GREW STEADILY THROUGHOUT 
DEPRESSION 

The Controllers Institute is only in 
its sixth year, but the need of such an 
organization is well evidenced by the 
fact that, although coming into being 
at the beginning of a depression, the 
organization has advanced and flour- 
ished rapidly. Our membership in- 
crease in the last fiscal year was 244, 
and we are running on a quota of 250 
new members for the current year. 

While this work is going on, through 
other committees we are keeping in 
touch with recent legislation which 
affects business, such as the Public 
Utility Control Act, the Securities Ex- 
change Act, the Social Security Act, 


the Vinson Act, the Robinson-Patman 
Act, the Walsh-Healy Act, and so on, 
and in many instances the services of 
The Institute have been accepted and 
well received by the various Commis- 
sions and bodies charged with the ad- 
ministration of these acts. 

Through the personal acquaintance- 
ship that develops among the members 
of The Institute warm personal friend- 
ships are developing among many, and 
an opportunity is created whereby these 
members may mutually help one an- 
other with their similar problems. 
While it is not primarily the purpose 
of The Institute to provide personal 
social contacts, the set-up of the organi- 
zation is such that these contacts natu- 
rally occur, and they are encouraged. 

The Controllers Institute is going 
forward on the basis that we know 
little about the controller or his func- 
tions in business, but that we are going 
to do our best to find out all that we 
can about them, in the hope that by 
so doing we as individuals will be im- 
proved in our qualifications, broadened 
in our viewpoints and through under- 
standing on the part of others given 
opportunities to discover those new 
things that will be helpful to the busi- 
ness of our particular employers. 

Something along the above line is 
what I would have liked to say to our 
guests this evening, and perhaps you 
may have an opportunity to give them 
some of this message, in part at least. 


THE NATIONAL ACCOUNTANT, Oc- 
tober, 1936. Los Angeles. 32 pages. 25¢. 

A new publication in the accounting field 
has made its appearance, the ‘National 
Accountant.” The first issue was dated Oc- 
tober, 1936. It is a monthly publication of 
which Mr. Lewis G. Carr is editor. The 
publication and editorial offices are in Los 
Angeles. 

Contributors to the first issue include: 
William B. Castenholz, C.P.A.; Howard 
F. Barker, Chief of the Accounting Section 
of the United States Tariff Commission; 
Charles H. Langer, P.H.B., C.P.A. of Chi- 
cago; W. H. Carney, C.P.A., New York 
City, and Charles W. Lytle, M.E., author of 
“Wage Incentive Methods.” 

The editor contributes a summary and 
an interpretation of the Robinson-Patman 
Act. 


October 14-15, 1937—Sixth Annual Meet- 


ing, Controllers Institute of America, New 


York City. 
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WE USE OUR DITTO 
DUPLICATOR FOR 
ACCOUNTING STATE: 
MENTS, BULLETINS 
AND PRICE SHEETS. 


Among hun- 
dreds of enthusi- 
astic Ditto users 
the great flexibil- 
ity and adapt- 
ability of Ditto is 
often a source of 
wonder. In one 
concern itis used 
for quick, accu- 
tate copies of accounting statements, 
bulletins, reports, price sheets, maps 
and graphs. In another it is used for 
complex groups of forms such as or- 
der invoice sets, production-control, 
purchase order or payroll systems. 


The reason is obvious. Ditto makes 
copies of anything typed, written or 
drawn—direct from the original; no sten- 
cil, type or carbon. You can write with 
pen or pencil, typewriter, addressing 
or billing equipment, take that original 
to Ditto and make your copies. Ditto 
reproduces all or any part of the data 
on any weight or size of paper at 
absurdly low cost. 


Free | -------------- 


Our booklet ‘“‘Copies—Their Place in Business” 
tells fully how Ditto can save money in your 
business. Return this coupon for a copy. No 
cost or obligation. 


Nature of Business... . 


DITTO Ine. 


650 S. Oakley Bivd. 
CHICAGO, ILLINOIS 
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What Are Accepted Principles? 

(Continued from page 82) 
debt discount and expense from an 
earned surplus. The accounting rules 
of State Commissions regulating utility 
accounting also rather generally permit 
the option to the accounting company 
of writing off at any time to Surplus 
(without distinction between Capital 
and Earned Surplus) of the balance 
remaining in Unamortized Debt Dis- 
count and Expense. 

Can it be said that an accounting 
practice which is permitted under the 
accounting rules of State and Federal 
regulatory bodies must be designated 
as being contrary to generally accepted 
accounting principles? Or, admitting 
that the preponderance of opinion 
among accountants today regards it as 
preferable, in the usual case, to ex- 
tinguish discount on long term debt 
gtadually over the life of the debt 
rather than by charging off the balance 
in one sum to Surplus, either Capital 
or Earned, does that rather recent and 
by no means universally accepted pref- 
erence justify the Securities and Ex- 
change Commission in refusing to ac- 
cept an accountant’s certificate which 
expressly recognizes that exceptional 
conditions may make a different ac- 
counting treatment wholly proper and 
fully informative ? 


Government Committee’s Views 
(Continued from page 70) 
enable them currently to audit the accounts 
of the accountable officers, and they should 
be required to certify forthwith such ex- 
ceptions as may be taken to the transactions 
involved (a) to the officer whose account 
is involved: (b) to the Auditor General; 
and (c) to the Secretary of the Treasury. 

The auditing work would thus proceed 
in a decentralized manner independent of, 
but practically simultaneous with, disburse- 
ment. Duplication of effort and delays due 
to centralization in Washington could be 
reduced to a minimum. It would not be 
necessary for the Treasury Department to 
duplicate the field audit of the General 
Auditing Office. Exceptions would be 
promptly reported to the Treasury. Prompt, 
efficient service could be afforded in the 
scrutiny of questioned vouchers and in the 
review of accounts of disbursing officers. 

6. In the event of the failure of the Secre- 
tary of the Treasury and the Auditor Gen- 
eral to reach an agreement with respect to 
any exception reported by representatives 
of the Auditor General concerning any ex- 
penditure, it should be the duty of the 
Auditor General to report such exception 
to the Congress through such committees 
or joint committees as the Congress may 
choose to designate. 


WE USE OUR DITTO 
FOR A COMPLETE 
ORDER INVOICE 
AND SALES ANAL 
YSIS SYSTEM.. 


A typical exam- 

ple of Ditto’s 

great flexibility is 

provided by the 

Ditto order and 

invoice and sales 

analysis system, 

wherein Ditto 

provides all ofthe 

records required 

to start an order through the house and 
follow the transaction right up to the 
balance sheet and profit and loss state- 
ment—all from a single writing. 


Such a system provides for all copies 
necessary to ship the order, including 
bills of lading, shipping tags and labels. 
It provides all necessary billing and 
accounting copies including a ledger 
copy by means of which you eliminate 
posting to customer’s accounts. It pro- 
vides unit slips of all items on the 
order from which you prepare sales 
analyses by commodities, branches or 
salesmen. No other method can do all 
this. No other way is it possible to do 
it at such low cost. 


Free /-------------- 


The Ditto representative will be glad to explain 
the Ditto order invoice and sales analysis sys- 
tem to you. Simply return this coupon. No 
cost or obligation. 


DITTO ne. 


650 S. Oakley Bivd. 
CHICAGO, ILLINOIS 
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Changes in Pennsylvania Law 
(Continued from page 88) 
present provisions of Section 4 of the 
Act of May 16, 1935, will find now 
that they will have no right to prose- 
cute a petition for resettlement, and so 
on, due to the fact that they failed to 
make payment of their taxes under 
protest and will be compelled to file 
a petition for refund from which there 
is no right of appeal. The proposed 
amendment will remedy this condi- 

tion. 

It is further proposed to amend the 
act so that the Department of Reve- 
nue may make a determination of the 
tax for an amount less than the amount 
indicated on the report and which 


amount has been paid by the corpora-. 


tion. The act now provides that when- 
ever a change is made by the federal 
government in connection with an in- 
come and excess profits tax report filed 
by a corporation, the corporation shall 
report such change to the Department 
of Revenue within thirty days after the 
final change. In those cases where the 
change results in an increased tax, the 
department has the right to make a 
determination for the greater amount 
but has no right to make a determina- 
tion in those cases where a change 
made by the federal government results 
in a smaller tax. It is necessary, there- 
fore, that the corporation file a peti- 
tion for refund with the Board of 
Finance and Revenue in order to ob- 
tain a refund or establish a credit for 
the overpayment. 

It is proposed to remove this incon- 
sistency by an amendment, and the 
establishment of credits for overpay- 
ment in such cases will be effected by 
the Department of Revenue in the 
same manner that a determination is 
made increasing the tax. 

The only proposed change to the 
Franchise Tax Act of May 16, 1935, 
P. L. 184, is to include in the defini- 
tion of gross receipts for allocation 
purposes dividends and interest in the 
same manner mentioned in connection 
with the corporate net income tax act. 

I want it to be distinctly under- 
stood that all of the corrective legisla- 
tion that I have discussed is either 
contained in House Bill 92, which has 
had but one reading in the House of 
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Representatives, or is contained in 
proposed bills which have not yet been 
introduced. 

It is possible that House Bill 92 
might be further amended before final 
passage and it is also possible that 
some of the proposed bills might not 
be introduced or might be amended 
before and after introduction. 


MOUNTING TOLL OF 
TAXATION 

An interesting comment on taxa- 
tion of a large corporation is made by 
President M. H. Karker, president of 
Jewel Tea Company, Inc., in his 
annual report to stockholders dated 
February 5, 1937, as follows: 

“There is a material difference be- 
tween the income of the company sub- 
ject to income tax and the income re- 
portable as profit. This difference arises 
largely through the provision of re- 
serves and the character of gains 
which are credited directly to surplus. 
While these gains are available for dis- 
tribution to stockholders they are sub- 
ject to the surtax on undistributed prof- 
its as well as to normal income tax 
but may not properly be included in 
the statement of current earnings per 
share. Therefore the limitation of 
your company’s tax bill under the reve- 
nue act of 1936 requires the advance 
estimate of earnings from all sources 
before important facts are available. 
Your company has no present liability 
for surtax on undistributed earnings 
for the year 1936 because all earnings 
subject to the tax were paid in divi- 
dends before the end of the calendar 
year.” 

The “mounting toll of taxation’’ is 
set forth in the report by this tabula- 
tion: 


TAX COST 
Per Share on 280,000 


Year Total Shares Issued 
1932 $248,457 $ .89 
1933 426,897 1352 
1934 589,069 2.10 
1935 676,717 2.42 
1936 850,605 3.04 


The comment is added: ‘‘Social Se- 
curity taxes amounted to $49,184.76 in 
1936 and will be approximately $160,- 
000 in 1937, on the basis of existing 
law. Other taxes are likewise increas- 
ing, both in number and in rate.” 


Mr. Allen U. Hunt, controller of 
the Jewel Tea Company, Inc., is a 
member of The Controllers Institute 
of America. 


JOURNAL OF CALENDAR REFORM. 
Published by the World Calendar Associa- 
tion, Inc., New York City. 

The December, 1936 issue contains an 
appraisal of the League’s efforts by Mr. 
George Kent, who is director of public 
information for the League of Nations 
Association in the United States. His sum- 
mary of the League’s achievements in calen- 
dar reform covers thirteen years, calendar 
reform having been laid before the League 
of Nations for the first time in 1923. 

During those thirteen years the League 
has conducted intensive research and has 
investigated many proposals for altering the 
calendar and has eliminated all but what is 
known as the World Calendar proposal 
which calls for division of the year into 
eight months of thirty days’ length and 
four months of thirty-one days’ length. 

The climax of the League’s effort, ac- 
cording to Mr. Kent, was reached in 1931 
when an International Conference was held 
with official delegates of forty-four nations 
in attendance which cleared the way in 
two carefully worded resolutions for the 
phase of legislation and enactment. 

Mr. Kent states that drafting of an in- 
ternational treaty for the enactment of the 
proposed revision is the next step. This, 
it is expected, will be taken during 1937, 
“and after that the signing of the treaty by 
the required number of nations will follow 
as speedily as advocates of the new calen- 
dar can stimulate action in the various 
world capitals.” 

This issue of the Journal announces that 
during the past two months resolutions in 
favor of calendar reform have been passed 
by three organizations whose approval car- 
ries considerable weight, the Ninth Scien- 
tific Congress of Chile, the South Carolina 
Academy of Science, and the Institute of 
Radio Engineers. 

There is an interesting article by Jotham 
Johnson, Field Director, Italian Expedition, 
University Museum, Philadelphia, on ‘‘Cal- 
endars of Antiquity.”” He points out that 
the researches of archaeology are gradually 
bringing to light a good deal of informa- 
tion which has hitherto been hidden and 
speculative. The various Egyptian calen- 
dars, he points out for instance, came into 
being by good management as much as by 
good luck and “staggered through a cycle 
which its own sponsors never measured 
correctly.” 

Much interesting reading is presented by 
this publication, on the subject of calendar 
reform. It is intimated that the United 
States may shortly lend its support to this 
movement with the idea of having the 
World Calendar instituted January, 1939. 
Thus the whole subject is brought forward 
again for critical examination. 

Reviewed by ARTHUR R. TUCKER. 
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Twin Cities Control Organized 

At a meeting of the Twin Cities Control 
held February 24, the charter of the control 
was presented officially by President P. J. 
Urquhart, of The Controllers Institute of 
America, after which the members elected 
officers as follows: 

President, Mr. H. P. Buetow, Minnesota 
Mining & Manufacturing Company, St. 
Paul; Vice-presidents, Mr. E. G. Kellett, 
Northern States Power Company, Minne- 
apolis, and Mr. L. D. Sinclair, Foley Broth- 
ers, Inc., St. Paul; Secretary and Treasurer, 
Mr. H. J. Anderson, Pittsburgh Coal Com- 
pany of Wisconsin, Minneapolis; Directors, 
Mr. E. M. Richardson, Investors Syndicate, 
Minneapolis; Mr. Reynold A. Lee, Powers 
Mercantile Company, Minneapolis ; Mr. Guy 
C. Shafer, The Red River Lumber Com- 
pany, Minneapolis; Mr. A. E. Ahlberg, 
North Western Fuel Company, St. Paul; 
Mr. Robert W. Cooper, Munsingwear, Inc., 
Minneapolis; Mr. Gordon C. Ballhorn, 
General Mills, Inc., Minneapolis; Mr. 
George H. Hess, Jr., Great Northern Rail- 
way Company, St. Paul. 

An Admissions Committee was appointed 
to be composed of Mr. Hess, Mr. Lee and 
Mr. H. G. Peterson, of the Minneapolis- 
Honeywell Regulator Company, Minneapolis. 

Mr. John L. Connolly then addressed the 
meeting on the proposed changes in the 
Minnesota Income Tax Law. 


Services Available 

Controller—Treasurer—Certified Public 
Accountant, with extensive and diversified 
experience in financial control (budgets and 
the like), general and cost accounting, sta- 
tistics and system building. 1936-1937, as- 
sistant treasurer of corporation doing nation- 
wide business, with annual sales volume 
near $25,000,000; in charge of finance, ac- 
counting, statistical, tax, budget, purchase, 
personnel and office service departments. 
1934-1936, industrial engineering and pro- 
fessional accounting engagements. 1929- 
1934, general manager and comptroller air 
transportation company, with government 
contracts, freight, express and aerial photo- 
graphic operations. 1922-1929, in charge 
of system-building and counselling depart- 
ment of outstanding accounting machine 
company. 1915-1922, public practice, and 
sundry experience in accounting and control 
executive capacities in mail order, engine 
and body manufacture, and large steel busi- 
ness. University graduate in commerce 
and business administration; post-graduate 
courses in law, accountancy and general busi- 
ness. Age 44; married; three sons. Refer 
to Number 185, care “Controller.” 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New 
City. Make plans now to attend. 


York 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


DETERMINATION OF CONFUSION IN 
TRADE-MARK CONFLICT CASES, Pub- 
lication of Graduate School of Business 
Administration, Harvard University. 

This publication is known as Number 16 
in the series of business research studies 
and is dated December, 1936. Mr. Neil H. 
Borden is the author. He is associate pro- 
fessor of advertising of the Harvard Grad- 
uate School of Business Administration. 

One of the principal recommendations 
made by the author is that courts accept the 
evidence of psychological tests to assist 
them in determining whether consumers are 
confused by similar trade-marks in cases of 
trade-mark litigation. 





COPIES OF 1935 YEAR BOOK 
WANTED 


The 1935 Year Book of The Con- 
trollers Institute of America is out 
of print, and the supply of copies in 
the offices of The Institute has been 
completely exhausted. 

There are occasional requests for 
copies of this edition of the Year 
Book and it is requested that any 
member who is willing to part with 
his copy, at the cost price of $1, 
notify the office of The Institute. 





















the Montclair. 








Naturally, when you or your family comes 
to New York, you will wish to stay at 


This modern hotel is situated in the 
center of the Grand Central district. It 
is convenient to the business district, the 





SINGLE ROOMS, $3.00 





The New York City Control 
holds its monthly meeting at the 


HOTEL MONTCLAIR 


Lexington Avenue at 49th Street, New York City 








« DOUBLE ROOMS, $4.00 


Dine and dance at the attractive Casino Montclair! 


better shops, the popular theatres, and 
famous Radio City. All its eight hun- 
dred rooms feature outside exposure, 
bath, shower, radio. And our manager 
will be especially glad to serve any mem- 
ber of the Institute and his family. 

















TWIN-BEDDED, $4.50 



















INSTITUTE ACTIVITIES-COMM UNICATIONS 


Meetings of Controls 


San Francisco 


There was a large turn-out of members 
and guests at the meeting of the San 
Francisco Control February 11, at the 
Olympic Club which was attended by Presi- 
dent Paul J. Urquhart of The Controllers 
Institute of America. Mr. Urquhart de- 
scribed the work that is being done by The 
Institute this year and went into detail with 
respect to the activities of the organization. 
The meeting took the form of a general 
round table discussion of a number of cur- 
rent problems of the controller. 


Pittsburgh 
Mr. T. J. Michie, Jr., assistant secretary 
of the Koppers Company, and a member 
of the legal department of that company, 
addressed a meeting of the Pittsburgh Con- 
trol held February 22 at the William Penn 
Hotel, on “The Robinson-Patman Act.” 


Philadel phia 

A meeting of the Philadelphia Control 
was held February 26 at the Penn Athletic 
Club. It was addressed by Mr. Eric A. 
Nicol, personnel manager of the Philadel- 
phia Gas Works Company. His address 
dealt with several personnel problems, in- 
cluding selection, promotion, _ transfers, 
training, health service, compensation, in- 
centives versus non-incentives, salary and 
wage gradations and collective or group 
relations with employees. Mr. T. S. Lever 
was chairman of the meeting. 

Mr. Nicol is a native of New Zealand. 
He came to the United States in 1922 and 
later became a special lecturer at New York 
University. 


Los Angeles 

A meeting of the Los Angeles Control 
was held on February 18. The members and 
guests were addressed by President P. J. 
Urquhart of The Controllers Institute of 
America. | 

New England 

The New England Control met February 
16 at the University Club and discussed 
“Planning and Control Through Budgets.” 
This was a round table meeting and fol- 
lowed up the information given to members 
of the Control at the January meeting when 
a forecast of general business and economic 
conditions for 1937 was presented. 

During the round table discussion these 
topics were taken up: “Inauguration and 
Development of a Budget’; “Sales Fore- 
casting and Prospects for 1937"; “Cost of 
Goods and Gross Profit Control’; ‘““Com- 
mercial Expense Control’; ‘Profit and Loss 
Control”; ‘‘Short-Range Cash Requirements 
and Long-Range Capital Requirements.” 

President Harold M. Lawson presided. 
Mr. E. Stewart Freeman of the Dennison 
Manufacturing Company led the discussion 
with brief and comprehensive comments 
on each of the topics mentioned. His com- 
ments were followed by questions and a 
discussion concerning principles and_prac- 


tical procedure. At the conclusion of the 
meeting a unanimous vote of thanks was ex- 
tended to Mr. Freeman for his able plan- 
ning and guidance of the discussion. 


Detroit 

A meeting of the Detroit Control was 
held February 17 at the Wardell Hotel. It 
was addressed by Mr. Chester M. Culver, 
general manager of the Employers Associa- 
tion of Detroit. His subject was ‘Labor 
Conditions.” 

Mr. Culver has been manager of the Em- 
ployers Association of Detroit for twenty 
years. He is a graduate of the University of 
Chicago and of Harvard Law School. Mr. 
Culver’s address was enlightening and was 
greatly appreciated. It was followed by an 
animated discussion. 


Cleveland 


Messrs. F. W. Kuhl of the Kelley Island 
Lime & Transport Company, A. Geisheimer 
of the White Sewing Machine Company, 
and A. M. Dewey of The Joseph & Feiss 
Company, were appointed members of a 
committee to act jointly with a similar com- 
mittee of the Cincinnati Control for the 
purpose of assisting the Ohio State Un- 
employment Insurance Commission in work- 
ing out details and suggestions with respect 
to the operation of the Ohio State Unem- 
ployment Compensation Act. 

Mr. Walter J. Mackey, a member of the 
Unemployment Compensation Commission 
of Ohio, representing employers, addressed 
the meeting of the Control February 9 at 
the Hotel Cleveland. The meeting was 
largely attended. Mr. Mackey gave a prac- 
tical address on the formation and general 
operation of the Commission at Columbus 
and discussed many phases of the law as it 
stands. He pointed out that the plan under 
which the Ohio Act operates is a combina- 
tion of the so-called ‘‘pool’’ and “reserve”’ 
plan. The law will also provide a merit 
rating system under which each employer 
will be taxed according to his individual 
experience. The minimum rate under this 
plan may be as low as 1 per cent. and the 
maximum rate as high as 414 per cent. 
Following the address by Mr. Mackey there 
was a discussion period in which many 
points concerning the law and its adminis- 
tration were cleared up. 


Cincinnati 

A meeting of the Cincinnati Control held 
February 9, at Hotel Alms, in Walnut 
Hills, was organized on a basis that proved 
exceptionally interesting. Members agreed 
each to bring to the round table conference 
two questions that had been raised in their 
own cases with respect to details of the 
1936 Federal Income Tax Law. The ques- 
tions were numerous and resulted in a 
thorough discussion of the intricacies of 
the new law. 

A memorial to the late Mr. Harry C. 
Thompson prepared by Mr. Samuel 
Smickler and Mr. John G. Quick was pre- 
sented, and a copy was sent to Mrs. Grace 


C. F. Thompson, also to Mr. Richard S. 
Rust, secretary of the Union Central Life 
Insurance Company, of which Mr. Thomp- 
son was controller at the time of his death. 

At a meeting of the Control held Janu- 
ary 12, two motion pictures were presented 
by the Cincinnati Gas & Electric Company 
entitled ‘‘Nature’s Blue Flame” and ‘The 
Invisible Servant.” 


Chicago 

A meeting of the Chicago Control was 
held February 25 at Fred Harvey’s Michi- 
gan Avenue restaurant. The meeting was in 
honor of President P. J. Urquhart and was 
largely attended. Mr. Urquhart spoke con- 
cerning the activities of The Institute, and 
its plans for the future. 


New York 


The New York City Control postponed 
its February meeting to March 3 so that 
it might be in a position to have Mr. Leo 
Wolman as its guest speaker. Mr. Wolman 
spoke on “The Background of the Pres- 
ent Labor Situation.” He is a member 
of the National Labor Board, chairman of 
the Automobile Labor Board, and was 
chairman of the Labor Advisory Board un- 
der NRA. 


Washington 


A meeting of members of The Control- 
lers Institute of America in and near the 
District of Columbia was held at the May- 
flower Hotel February 10. This was the 
third in a series of informal meetings held 
for the purpose of discussing plans to 
organize a Control in Washington, to be 
known as the “District of Columbia Con- 
trol.”” A definite conclusion was reached to 
apply to the National Board of Directors 
of The Institute for a charter. It was de- 
cided also to arrange for a meeting to be 
held late in March. An invitation was ex- 
tended to Dr. Henry Whitcomb Sweeney, a 
member of The Institute, to address the 
March meeting. Dr. Sweeney accepted the 
invitation. 


Rochester 


A meeting of members of The Control- 
lers Institute of America in and near Roch- 
ester, New York, was held on February 4 
at the Sagamore Hotel for the purpose of 
discussing plans for organization of a Con- 
trol in Rochester. It was decided to meet 
again late in March to give further con- 
sideration to these plans. 


St. Louis 


A meeting of the St. Louis Control was 
held February 23 at the Missouri Athletic 
Association and took the form of a round 
table discussion on the Federal Revenue 
Act of 1936 and the filing of returns there- 
under. Members were asked to come pre- 
pared to present for discussion questions 
which had arisen in their own cases and 
as a result the meeting developed into a 
detailed discussion which proved not only 
interesting but exceptionally valuable. 
President Louis G. Rowe presided. 
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New Members Elected 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held February 25, 1937, the applicants 
named below were elected to active mem- 
bership in The Institute: 

H. S. BERGSTROM 

Pacific Finance Corporation of California, 

Los Angeles. 

GEORGE K. CHRISMER 

Easy Washing Machine 

Syracuse, New York. 
JOHN F. CULVER 

Century Electric Company, St. Louis. 
MAvRICE W. FIELD 

Johns-Manville Corporation, New York 

City. 

WILLIAM R. FORSYTHE 

Winton Engine Manufacturing Corpora- 

tion, Cleveland. 
L. J. GUNSON 

Continental Distilling Corporation, Phil- 

adelphia. 

J. E. HEmGEN 

Basic Dolomite, Inc., Cleveland. 
WILLIAM L. KAUFFMAN 

La France Industries, Frankford, Phila- 

delphia. 
FRANK KLEIN 

Worthington Pump and Machinery Cor- 

poration, Harrison, New Jersey. 
HUMPHREY LLOYD 

Washington Properties, Inc., Washing- 

ton, D. C. 

DoNaALD M. Macor 
York Ice Machinery Corporation, York, 
Pennsylvania. 

LEON T. NOEL 

Sullivan Machinery Company, Chicago. 
THEODORE ROTHMAN 

Pig’n Whistle Corporation, San Fran- 

cisco. 

DANIEL J. TEARE 

Burgess Battery Company, Freeport, IIli- 

nois. 

GERALD W. WILSON 
Johns-Manville Corporation, New York 
City. 


Corporation, 


Personal Notes 


Mr. John G. Quick has been elected 
controller of the Union Central Life In- 
surance Company, effective as of February 
1, 1937. Mr. Quick had been serving as 
assistant controller and was promoted fol- 
lowing the death recently of Mr. Harry C. 
Thompson, controller. Mr. Carl DeBuck 
has been appointed assistant controller, ef- 
fective March 1, 1937. 


Mr. William M. Carney, controller of 
the Scott Paper Company of Chester, Penn- 
sylvania, was recently elected a member of 
the Board of Directors of that company. 
He continues as controller. Mr. Carney 
is a member of the Controllers Institute of 
America. 


Mr. Arthur Olsen, formerly of Burns 
Brothers, has been named treasurer of the 
Johns-Manville Corporation. Mr. Charles 
H. Roberts, formerly treasurer, has been 
elected controller. Messrs. Roberts and 
Olsen are both members of The Controllers 
Institute of America. 


Services Available 


EXECUTIVE, age 42, married, well edu- 
cated, seeks new connection offering broader 
opportunities and greater responsibilities 
either as treasurer, controller or assistant 
to busy executive. At present engaged as 
controller with largest textile corporation 
of its kind in the country. For past twenty- 
five years have been steadily employed in 
all phases of corporation accounting, manu- 
facturing costs, budgets, inventory and pro- 
duction control, insurance matters of all 
kinds, federal and state taxation, office or- 


INSTITUTE ACTIVITIES-COMMUNICATIONS 


ganization, management, system installation, 
finance and administrative work. Salary 
consideration $10,000 per annum. New 
England location preferred. For full par- 
ticulars address: No. 180, care “The Con- 
troller.” 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 





CHICAGO CONTROL 


CINCINNATI CONTROL 


CLEVELAND CONTROL 


DETROIT CONTROL 
Cadillac 9470. 

LOS ANGELES CONTROL 

NEW ENGLAND CONTROL 


Walpole 175. 
NEW YORK CITY CONTROL 


York City. Cortland 7-4700. 
PHILADELPHIA CONTROL 


Philadelphia. Poplar 7200. 
PITTSBURGH CONTROL 
SAN FRANCISCO CONTROL 


cisco. Douglass 6900. 
ST. LOUIS CONTROL 


Street, St. Louis. 
TWIN CITIES CONTROL 


luncheons. 


Secretaries of Controls 


PHILLIP R. GATES, United States Cold Storage Corporation, 2101 West 
Pershing Road, Chicago. Lafayette 8000. 


G. BAIN Waters, The Richardson Company, Wyoming & Cooper Ave- 
nues, Lockland, Cincinnati. Valley 2090. 


Lee H. pEForEsT, The American Fork and Hoe Company, 1623 Euclid 
Avenue, Cleveland. Main 9150. 


ALvIn Kropr, R. L. Polk & Company, 431 Howard Street, Detroit. 
HERBERT T. SHORT, Bekins Van & Storage Company, 1335 South 
Figueroa Street, Los Angeles. Prospect 4141. 


Davip R. ANDERSON, The Kendall Company, Walpole, Massachusetts. 
W. J. WitckeNns, Empire Power Corporation, 50 Church Street, New 
R. C. CAssELBERRY, Sharp & Dohme, Inc., Broad & Wallace Streets, 


JoHN L. GLENN, The Pittsburgh Coal Company, 1126 Henry W. Oliver 
Building, Pittsburgh. Atlantic 2181. 


J. F. Garvin, Fibreboard Products, Inc., 710 Russ Building, San Fran- 


E. J. CUNNINGHAM, Monsanto Chemical Company, 1724 South Second 
Central 3311. 


H. J. ANDERSON, Pittsburgh Coal Company of Wisconsin, 1020 First 
National-Soo Line Building, Minneapolis. 


Members of The Controllers Institute of America may be sure of a cordial 
welcome if, whem visiting any of these cities, they will communicate with the 
secretary of the local Control. Several of the Controls conduct informal weekly 
In any event, a small group of members can be assembled for 
luncheon or dinner on short notice, to meet a visiting member. 


Main 4441, 
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As controller of an electric supply com- 
pany, he knows that investments in 
telephone service by salesmen pay high 
dividends. For example, during a three 
weeks’ trip, one of the Company’s repre- 
sentatives, by telephoning ahead, saved 
four days .. . received 15 orders by tele- 
phone... made 62 appointments 

with interested customers... 

lessened expense and time by not 


calling on 34 “‘cold”’ prospects 


in 14 towns. And the Long Distance 
charges were only $30. “Cheap at the 
price,’ says this controller. 

Recent Long Distance rate reductions 
make it even easier for your business to 
accomplish similar savings. Long Dis- 
tance is fast, personal and profitable. Its 

usage can be custom-tailored to 
fit the specific needs of your 
organization, no matter how 


large or small. 
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A NEW and unique payroll method devised by 
the “Comptometer” research staff provides an 
ideal solution to payroll accounting problems 
resulting from Social Security legislation. 
The ‘“‘Comptometer”’ Payroll Method pro- 
vides for the recording of employee records 
with respect to earnings and deductions of 
all kinds in a simple, economical and highly 
flexible manner. 


Outstanding features of this Method are 
(as in normal figure-work routine handled by 
“Comptometers”): accuracy, economy, speed 
and extreme adaptability. 

For a copy of the illustrated six-page folder 
shown above, in which the “Comptometer” 
Method is outlined, write (on your firm’s 
letterhead) to the Felt & Tarrant Mfg. Co., 
1734 North Paulina Street, Chicago, Illinois. 


COMPTOMETER 


. S. Pat. Off. 
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‘ACTS and figures concerning the operation of 

your business should be scrutinized from day 
to day. Current facts are valuable news which may 
reveal new profit sources or help guard against 
losses. 
Punched cards and International Electric Book- 
keeping and Accounting Machines offer a positive 
means of accumulating and analysing the day-by- 
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Obtain employee data for the ay 
SOCIAL SECURITY ACT 


Through the medium of punched cards and 
International Electric Bookkeeping and Ac- 
counting Machines, business management can 
obtain accurate, detailed employee data, with 
economy and speed. The punched cards form 
an available source of information from 
which necessary records and reports can be 
obtained at any time. 


day facts of your business. Pertinent data are first 
recorded in the cards in the form of punched 
holes. The machines next “read” the information 
punched in the cards, and list, add, subtract, mul- 
tiply and print the results in whatever form de- 
sired. 


This modern accounting method is bringing accu- 
racy and speed to the accounting procedures of 
thousands of businesses. It will enable you to 
maintain detailed up-to-the-minute facts regarding 
sales, payroll, material, depreciation and numer- 
ous other important phases of your business. Your 
nearest IBM branch office stands ready to give 
you detailed information and cooperation. Get in 
touch with them today. 


GENERAL OFFICES: 270 BROADWAY, NEW YORK, N. Y. 
BRANCH OFFICES IN PRINCIPAL CITIES OF THE WORLD 
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